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Experience has made it imperative! 


Every man who flies for Uncle Sam wears a 
parachute as required equipment.The gov- 
ernment insists that this sensible depend- 
able safety device be taken on every flight. 
Similarly, far-sighted business executives 
insist on La Monte Safety Papers for effec- 
tive protection of their checks against the 
ever-present hazard of alteration and 
counterfeiting. Leading banks everywhere, 
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and the nation’s great corporations, use 
these protective papers. The sense of se- 
curity against check fraud afforded by 
La Monte Safety Papers is beyond evalua- 
tion. » » Your Lithographer or Printer will 
gladly submit samples of La Monte Safety 
Papers and explain how you can have your 
own Trade Mark or individual design in- 
corporated in the check-paper itself. 
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LETTERS 


Borrowers’ Inventories 


Sirs: We thought your readers might 
be interested in the following letter which 
we recently sent to all borrowing customers 
who maintain inventories: 

““Many inventories have in the past few 
months been enlarged through additional 
’ purchases or increases in value through the 
enhancement of prices. 

“In this connection it is suggested, if 
you have not already done so, that you 

ave an immediate check made of your 
fire insurance policies to determine that 
you have adequate and proper coverage.” 

The letter was signed by our president, 
Joseph F. Meyer, Jr. 

Judging from the replies received, the 
letter was evidently appreciated and con- 
sidered timely. A copy of the letter sent 
to all insurance agencies in Houston also 
brought forth many letters of appreciation, 
of co-operation, and expressions of good will. 

MELVIN Rovurr, Vice-president, 

Houston National Bank, 


Houston, Texas 
* + 2 





Defense Bond Displays 


Sirs: We thought that our window for 
the sale of Defense Bonds might be of 
interest to other banks. 

This set-up was made for the opening 
day of the sale of Defense Bonds, and has 
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not been changed since. It occupies a 

prominent position on the banking floor, 

and has been commented on frequently in 

favorable terms. 

M. KENNETH FROsT, 
Second Vice-president, 
Dry Dock Savings Institution, * 

New York, N. Y. 


*Seventh largest mutual savings bank. Note- 
worthy in the picture are the bank’s nautical back- 
ground, and the flags (Nief-Smith Company, New 
York) kept in motion by fans concealed in the bases. 
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Sirs: At some time, no doubt, you will 
be using specimens of Defense Bond 
advertising material used by banks through- 
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out the country. 
to you with this letter a photograph of a 


I am, therefore, sending 


THE BURROUGHS CLEARING HOUSE—September, 1941 


which has been used by our bank. 
W. M. SHERRILL, 
Advertising Manager, 
First National Bank in St. Louis, 
St. Louis, Missouri 
r + + 


Sirs: At the suggestion of our client, 
President Reno Odlin, of the Puget Sound 
National Bank, we are sending you a 
photograph of a somewhat spectacular 
window display featuring Defense Bonds. 

The display is attracting unusual atten- 
tion and Mr. Odlin thought you might like 
to use it in your publication. The feature 
is an action photo showing troops charging 
out of a smoke screen in the recent war 
games at Fort Lewis. 

Roscoe A. SMITH, 
The Condon Company, 


























large lobby poster, in attractive colors, Tacoma, Washington 
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Sirs: The enclosed photograph shows 
a wall sign on a building opposite our 
bank at Roosevelt Avenue and 60th Street, 








Woodside. The sign faces a large triangu- 
lar park and is visible from both the Inter- 
borough Rapid Transit and Brooklyn 
Manhattan Transit subway trains. 
We are planning the erection of four 
similar signs within a radius of a mile. 
RICHARD M. LEDERER, 
Chairman of the Board, 
Standard National Bank, 
Woodside, New York 
. . - 


For the F.D.I.C. 


(Day LETTER) Would deeply appreciate 
your finding space in forthcoming issue for 
following announcement “For filling 
existing vacancies in the Federal Deposit 
Insurance Corporation, the United States 
Civil Service Commission announces an 
open competitive examination for positions 
as junior bank examiner with the corpora- 
tion. The Civil Service Commission will 
receive ———- from September 2 to 
October 2, 1941. Positions pay $2,000 a 
year. At least one year of banking or other 
financial experience is required of appli- 
cants, plus three additional years of either 
banking and financial experience or college, 
accountancy or law school education. Age 
limits are 23 to 35. Further details as to 
required a and subjects upon 
which applicants will be rated are described 
in the commission’s formal announcement, 
available at any first or second class post 
office.” 

Leo T. Crow ey, Chairman, 

Federal Deposit Insurance Corporation, 

Washington, D. C. 
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In the TREND of BANKING 
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Morgenthau, Connally, Ayres 
On A.B.A. Program 


Henry W. Morgenthau, Secretary of the 
Treasury, Senator Tom Connally of Texas, 
chairman of the United States Senate Com- 
mittee on Foreign Relations, and Brigadier 
General Leonard P. Ayres, director and 
co-ordinator of War Department Statistics, 
are among the speakers who will address 
the annual convention of the American 
Bankers Association to be held in Chicago, 
September 29 to October 2. 

A special twenty-fifth anniversary pro- 
gram has been arranged for the State Bank 
Division. Addresses will be delivered by 
President Harry A. Bryant, president, 
Parsons Commercial Bank, Parsons, Kan- 
sas; Deane W. Malott, chancellor, Uni- 
versity of Kansas; A. L. M. Wiggins, 
president, Bank of Hartsville, S. C., and 
William S. Elliott, president, Bank of 
Canton at Canton, Georgia. 

The National Bank Division’s annual 
meeting will be addressed by President 
Andrew Price, president, National Bank of 
Commerce, Seattle; Dr. Lionel D. Edie; 
and Fred L. O’Hair, president, Central 
National Bank, Greencastle, Indiana. 

The Savings Division will hear addresses 
delivered by President Roy R. Marquardt, 
vice-president, First National Bank in 
Chicago; and Dr. Marcus Nadler. 

The Trust Division meeting, under 
President Carl W. Fenninger, vice-presi- 
dent, Provident Trust Company, Phila- 
delphia, will be addressed by W. W. Hin- 
shaw, Jr., president, Corporate Fiduciaries 
Association of Chicago. The meeting will 
feature a panel discussion participated in 
by Gwilym A. Price, president, Peoples- 
oe Trust Company, Pittsburgh; 
Frederick A. Carroll, vice-president, Na- 
tional Shawmut Bank, Boston; Louis S. 
Headley, vice-president, First Trust Com- 
pany, St. Paul; John W. Remington, vice- 
president and trust officer, Lincoln-Alliance 
Bank and Trust Company, Rochester, 
N. Y.; and Arthur F. Young, vice-president, 
National City Bank, Cleveland. 

Secretaries of State Bankers Association 
will hear addresses by state association 
leaders James C. Scarboro, Colorado; Haynes 


HENRY W. MORGENTHAU 





Brig. Gen. LEONARD P. AYRES 


Among headline speakers on the A. B. A. convention program 


McFadden, Georgia; Lauder Hodges, Cali- 
fornia; William Duncan, Jr., Minnesota; 
Edward A. Wayne, North Carolina; 
and Charles F. Zimmerman, Pennsylvania. 

A round table conference on public rela- 
tions will be held under the chairmanship 
of Frank M. Totton, second vice-president, 
Chase National Bank, New York City. 
Addresses will be by Robert W. Sparks, 
vice-president, Bowery Savings Bank, New 
York City, and associate field director 
United States Treasury Defense Savings 
Staff and Samuel N. Pickard, president, 
National Manufacturers Bank, Neenah, 
Wisconsin. George R. Boyles, president, 
Merchants National Bank, Chinsaps Ernest 
L. Pearce, executive vice-president, Union 
National Bank, Marquette, Michigan; and 
William Powers, Director of ustomer 
Relations, American Bankers Association, 
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Advises customers to anticipate taxes, buy defense bonds 





will participate in a panel discussion on 
“Mobilizing Information.” 

At a bank management round table 
conference John Burgess, vice-president, 
Northwestern National Bank and Trust 
Company, Minneapolis, will discuss con- 
sumer credit. “Real Estate Holdings in 
the erg A will be discussed by Dr. 
Ernest M. Fisher, A. B. A. director of 
research in real estate and mortgage 
finance. A panel discussion on simplifica- 
tion of bank operating procedure will be 
participated in by Darrel G. Ensign, assist- 
ant cashier, Commonwealth Bank, Detroit; 
William J. Kinnamon, cashier, Hunterdon 
County National Bank, Flemington, New 
Jersey; and J. M. Sorensen, executive vice- 
president, Stephens National Bank, Fre- 
mont, Nebraska. 

A round table conference on defense 
financing will be held under the chairman- 
ship of J. Harvie Wilkinson, Jr., vice- 
president, State-Planters Bank and Trust 
Company, Richmond. Speakers include 
Ben E. Young, vice-president, National 
Bank of Detroit, Detroit; Mark A. Brown, 
vice-president, Harris Trust and Savings 
Bank, Chicago; and Philip A. Benson, 
president, Dime Savings Bank of Brooklyn. 

The fourth round table conference will 
be on current economic problems with Dr. 
Paul F. Cadman, presiding. Albert William 
Atwood, Washington, D. C. and Earl B. 
Schwulst, first vice-president, Bowery Sav- 
ings Bank, will take part. 
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Helping The Banking Public 
To Understand Conditions : 


An advertising campaign designed to 
acquaint the rg with the economic 
effect of the defense prose has just been 
released by The Citizens & Southern 
National Bank, Atlanta, Georgia. 

The campaign is described as funda- 
mentally a thrift program designed to 
anticipate the taxes to meet the cost of 
defense and to carry the repeated sugges- 
tion ee buy defense bonds. It 
will run in Georgia and South Carolina 





4 


where the bank and its affiliate group 
operates in eighteen banks in thirteen cities. 

To extend the influence of the campaign 
to other sections of the country, President 
H. Lane Young is sending proofs of the 
individual advertisements as they are 
released to 500 corporation presidents. 
Both the economic present and the future 
problem of readjustment, he says, “are 
based on present sacrifice, saving and self- 
denial. We can no longer use the sign, 
‘Business as usual.’ ” 

The campaign was prepared by Lewis F. 
Gordon, public relations officer of the bank. 
“Previous experience has shown us con- 
clusively,”” he says, “that there is no better 
way to build good will than by undertaking 
to help people understand conditions which 
may affect them.” 

A former campaign sponsored by the 
bank was ““The Man on the Street”’ series 
which ran for five and one-half years. 
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Bank Auditors, Comptrollers 
Convention Program 


Chicago’s famous Palmer House will be 
headquarters for the Seventeenth Annual 
Convention of the National Association of 
Bank Auditors and Comptrollers, October 
8 to 11. It will be the second time the 
convention has gone to Chicago. Advance 
registrations, already high, promise a 
record-breaking attendance. 

The convention committee, headed by 
C. Edgar Johnson, is planning a diversified 
program that will stress current bank 
problems created by the national emer- 
gency and by legislation affecting banks. 
Personnel problems and policies, changes 
in Federal and State taxes, social security, 














THAT'S ONE OF OUR 
_ MOST VALUABLE 
SERVICES 


Personal loan volume is built through 
the services you can offer your cus- 
tomers and prospective borrowers. Personal consideration for the 
borrower’s family and obligations are a part of the loan officer’s duty. 
Safeguarding the borrower’s pledge and limiting his responsibility to 
a living obligation is a service that borrowers cannot help but appre- 
ciate. Just as you require insurance on tangible property, you can 
insure the intangible collateral of personal loans. That is the service 
of “insurance on the life of the debtor in favor of the creditor” .. . service 
that pays dividends in good will whenever the unexpected happens. 


Write for our interesting brochure “Securing Personal Loans.”’ 


tl 


Insurance Company 


; SPRINGFIELD, OHIO 
Insurance on the Life of the Debtor in Favor of the Creditor’ 
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Chicago auditors, comptrollers work out convention program* 


wages and hours, unemployment compensa- 
tion taxes and other subjects will be 
included. 

Opening day, Wednesday, October 8, 
will be given over to registration of dele- 
gates and meetings of the National Execu- 
tive Committee, and general sessions will 
begin Thursday. Among the featured 
speakers will be Mark A. Brown, vice- 
president, Harris Trust and Savings Bank, 
Chicago; Mills B. Lane, Jr., first vice- 
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resident, Citizens and Southern National 
ank, Atlanta; and Clifford S. Young, 
president, Federal Reserve Bank of Chicago. 

Discussing special subjects will be J. 
Stanley Brown, personnel director, Chemi- 
cal National Bank and Trust Company, 
New York, on “Personnel Training in an 
Emergency”; and Harvey L. Welch, vice- 
president, First National Bank, St. Louis, 
on “The Auditor’s Position and Interest in 
the Credit Function.” 

Dr. Paul F. Cadman, economist of the 
American Bankers Association will deliver 
the address at the annual banquet, Friday 
evening, October 10. 

Activities for women delegates and wives 
of delegates include a luncheon at the 
South Shore Country Club followed by a 
book review Thursday, and a luncheon and 
style show at Marshall Field and Company, 
Friday. 

The Chicago convention climaxes a year 
of noteworthy progress under the leader- 
ship of National President Charles Z. 
Meyer, comptroller, First National Bank 
of Chicago. Two new conferences were 
organized during the year, one known as 
the New Jersey Conference, and the other 
as the Nashville, Tennessee, Conference. 
Another is in the process of forming at 
Cincinnati, and it is reported that one is 
organizing at Manila, Philippine Islands. 
Regional conferences during the year at 
Boston and Cleveland were particularly 
well attended, the latter having a record 
registration of 529. 

The Chicago Bank Auditors Conference, 
as convention host, extends a_ sincere 
invitation to all bankers interested in 
tuning up operations to meet present-day 
problems. 


*From left to right. Standing: Donald J. Mac. 
Donald, hotel reservations, assistant auditor, The 
Northern Trust Company; John H. Klug, exhibits, 
comptroller, American National Bank and Trust 
Company; Edward E. Dobbeck, entertainment, 
Uptown National Bank of Chicago; J. Carl Som- 
mer, women’s entertainment, assistant auditor, 
The First National Bank of Chicago. Seated, 
around the table: Rudolph Ostengaard, publicity, 
comptroller-auditor, The Live Stock National 
Bank of Chicago; Burton A. Brannen, finance, 
auditor, Harris Trust and Savings Bank; C. Edgar 
Johnson, general chairman, assistant vice-presi- 
dent, The First National Bank of Chicago; Louis 
H. Hammerstrom, auditor, Continental Illinois 
National Bank & Trust Company; Philip H. 
Cordes, reception, auditor, Lake Shore Trust and 
Savings Bank; and William E. Harrison, registra- 
tion, assistant auditor, City National Bank and 
Trust Company. 
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Bank Women to Convene This 
Month in Chicago 


The nineteenth annual convention of the 
Association of Bank Women will be held 
September 26-29 at Chicago, with head- 
quarters at the Congress Hotel, according 
to Miss Emma E. Claus, president of the 
association and secretary-treasurer Of the 
Bankers Trust Company of Gary, Indiana. 

In urging attendance to the convention, 
Miss Claus has stated: “In a world chang- 
ing drastically at a rate of speed that is 
breathtaking, problems each day seem to 
reach the heights of complexity, only to 
assume a new and different aspect to- 
morrow . . . More than ever we need the 
stimulation and attendant encouragement 
gained from personal contact with others 
who have a common interest.” 
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appearance of having their tellers ‘pro- 
tected’ from contact with the public the 
more friendly the public as a whole will be 
toward banks.” e adds that the Bank 
of America naturally recognizes the neces- 
sity for affording protection to the money 
in the tellers’ care, but feels that adequate 
protection can be provided without creat- 
ing barriers between the bank and the 
public it serves. 

Mr. Smith draws on his own reactions 
to the closed grille to explain further why 
he thinks it should not be used. He recalls 
occasions when he had dealings with 
tellers in “‘cages,” and how it made him 
feel to have to push his pass book and 
checks for deposit through the opening at 
the bottom of the grille. He thinks, more- 
over, that the psychological effect on the 
teller is just as unsatisfactory as it is on 
the customer—and here again he is recall- 
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ing his own experience, for Mr. Smith has 
climbed the ladder of banking. 

Bank of America has of course built up 
its present comprehensive branch bankin 
system partly through the purchase o 
other banks. Whether or not these ac- 
quired banking quarters require any 
extensive remodeling at the time of their 
acquisition, if there is any iron work in 
the tellers’ windows that prevents face-to- 
face dealings with customers, it is removed 
immediately. 
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New Drive for Home Repairs 
in Defense Areas 
“Repair for Defense,” a theme stressing 


property preservation and the remodeling 
of homes in defense areas, will be the basic 





Morris Plan Bankers To Meet 


at Sea Island, Georgia 


The twenty-second annual convention 
of the Morris Plan Bankers Association 
will be held at the Cloister Hotel, Sea 
Island, Georgia, on November 3, 4, and 5. 
No details of the program have been 
announced at this writing. 
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Public Relations Value of 
Open Teller Windows 


Recognizing the public relations value 
of face-to-face dealings with its customers, 
and knowing that a very large ——- 
of such dealings is conducted by tellers, 
Bank of America N. T. and S. A. has paid 
special attention to making transactions 








. open windows are the rule 


between tellers and customers as friendly 
and convenient as possible. As a result, 
one could visit all of the 495 offices which 
the bank operates in California without 
finding a single teller behind closed window 
grilles or bars. Open windows are the rule. 

Discussing the subject, Russell G. Smith, 
executive vice-president of the bank says: 
“‘We in the banking business probably will 
never know how much the public’s attitude 
toward banks and bankers has been in- 
fluenced by the practice of serving cus- 
tomers from behind grille work. In this 


bank, we have always felt that the more 
banks, in general, can get away from the 
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Part of bank's display of defense items produced locally 


appeal of a new repair campaign sponsored 
this fall by the building industry, financial 
institutions, and the Federal Housing 
Administration. 

This program, aimed exclusively at 
defense production areas, will encourage 
the conversion of old houses into multiple- 
family dwellings or rooming houses. Needed 
housing can thus be obtained quickly and 
economically as a “short-cut”’ supplement 
to the construction of new homes. New 
Title I provisions will facilitate the financ- 
ing of such property alterations. 

The new program will make strong use 
of the slogan “Defense Calls for Home 
Repairs,” and it is expected that this theme 
will be spread from coast to coast by na- 
tional and local advertising. A_ large 
amount of educational material has been 
prepared by the Federal Housing Adminis- 
tration, and is available without charge to 
participating financial institutions, builders, 
dealers, etc. 


This material includes an emblem featur- 
ing the slogan “‘Repair for Defense” sup- 
plied in mat form to newspapers, a window 
sticker featuring the same emblem, a 
complete window display, a colorful bill- 
board poster, a series of newspaper adver- 
tisements, several different folders, and 
car cards. The FHA has also prepared a 
Technicolor short, ‘We Americans,” star- 
ring Frank Craven. This entertaining 
movie contains an explanation of how to 
pay for repairs on the FHA plan. The 
film is available for regular showing in 
theaters. 

In addition, the FHA will supply a series 
of twelve 5-minute dramatic radio dia- 
logues that may be sponsored by local 
advertisers. These dialogues are available 
as electrical transcriptions. 

Requests for such material should be 
addressed to the Division of Education, 
Federal Housing Administration, Washing- 
ton, D. C. 












SPECIFICATIONS... 
Rich Black Base with 
Bronze Eagle Medallion .. 
Chrome finished Staff... 
16 x 22 in. SILK FLAG 
Standard AC or DC Motor 
.. Electrical Consumption 
less than a 50-Watt light 
Height overall 4 ft. 2 in. or 
5 ft. 2in. 


IMPORTANT! When 
ordering specify type of 
motor and height desired 





The FLAG FLYER 


All eyes are stopped . . 
to the ceaseless waving of Old Glory. 


To stimulate sales of Defense Savings 
Stamps and Bonds, hundreds of banks 
and other financial institutions have 
installed FLAG FLYER. 

FLAG FLYER gives life to the Stars 
and Stripes . 
limp on the wall or droop from a staff. 
Breezes from concealed fan keep the 
silk emblem waving. 
Noiseless operation . 
struction. Plug in anywhere... Stand 


on any counter, platform, top of bank- 
ing screen or in show windows. 


$32.50 complete F. O. B. New York City 


NIEF-SMITH COMPANY, 250 East 43rd St., New York,N.Y. 


. all hearts thrill 


* 


.. no longer need it hang 


. Sturdy con- 
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Bank Displays Local Products 
Used for Defense 


As a means of promoting the sale of 
United States Defense Bonds, The First 
National Bank of Elkhart, Elkhart, Indi- 
ana, recently displayed in its lobby 233 
articles produced by 32 local manufacturers 
for use in national defense. George S 
Anderson, president of the bank, declares 
that the exhibit did much to stimulate 
public interest in defense bonds, and sug 
gests that the idea is particularly adaptab 
to moderate-sized cities and towns. 

Both the bank and the public were sur- 
prised at the extent to which local firms 
were participating in the defense program. 
The products ranged in size from tiny gun 

arts to an army camp shower cabinet. 
Fooduste too large for the lobby space were 
represented by photographs and descriptive 
copy. A number of military items could 
not be exhibited because of their secret 
design. 

**The display aroused widespread inter- 
est,” states President Anderson, ‘and 
hundreds of people made special trips to 
the bank from points some distance from 
this city.” 

* + . 


Colored Movie Goes ‘‘Behind 
the Scenes of Banking’’ 


Realizing that misunderstanding is at 
the root of most ill-feeling toward banks, 
The Merchants National Bank and Trust 
Company of Syracuse, New York, con- 
cluded that “‘seeing might be believing” in 
many cases. Motion pictures, it was 
decided, might help to clear away public 
misunderstanding and suspicion that con- 
tinues to persist. It would also be filling a 
need, since luncheon clubs, church groups, 
schools, and similar organizations are con- 
stantly seeking educational movies. 

As a result, “Behind the Scenes of Bank- 
ing” was carefully planned and produced. 


. . a bank movie in the making 


One of the bank’s employees wrote the 
script, and a professional eg ek 
services were contracted. “It was decided 
at the outset,” says President Crandall 
Melvin, “that the picture was not to 
appear amateurish in any way. The film 
is entirely in natural color. 

“The technical phases of banking are 
interestingly shown. Machinery, dull and 
prosaic as it may appear, is fascinating to 
watch through the rose-colored glass of 
natural color. Each important service of 
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Yokohama Specie Bank, Los Angeles branch 


Japanese banks in California have been able to continue operations 


our bank was depicted. A directors’ meet- 
ing and a trust committee meeting were 
also included. The fact that the bank was 
founded in 1851 is stressed by clever photog- 
raphy.” 

The accompanying view shows one of the 
movie scenes in the making, with Vice- 
president T. W. Higgins discussing a loan. 

A running comment, synchronized with 
the action, is addressed to the audience 
while the picture is being shown. 

At the conclusion of the film, questions 
from the audience are encouraged. As 
President ‘Melvin of The Merchants Na- 
tional Bank and Trust Company has 
observed, ‘‘Old hurts and prejudices which 
have hamstrung modern banking can be 
healed and solved by this, the oldest of 
remedies—an intelligent conversation.” 


interruption, their customers quickly adapt- 
ing themselves to the situation. 

As to those assets which were frozen, 
there is still much uncertainty as this is 
written. 

California Japanese have always been 

ood customers of banks, and do more 
usiness with local California banks than 
with the Japanese branches. 
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‘‘Business as Usual”’ in California A feature of this bank’s service 


Japanese Banks 


A survey of Japanese banks in California, 
to determine how vitally such institutions 
have been affected by the recent order 
freezing Japanese assets in this country, 
discloses a ‘‘business as usual” policy still 
in effect to a surprising extent. 

The Los Angeles and San Francisco 
branches of the Yokohama Specie Bank, 
and the Sacramento branch of the Sumi- 
tomo Bank, all opened as usual on the 
morning after the freezing order. The 
Sumitomo Bank branch in Los Angeles 
handles only exchange, not deposits. 

Many California Japanese are citizens, 
having been born in this country, and the 
freezing order does not affect their normal 
banking activities in any way. Even a 
Japanese depositor not a citizen goes on 
doing business with his bank as usual, 
provided he has no need for remittances to 
Japan, and was a depositor prior to June 17. 
There has been a limit of $500 a month on 
withdrawals in such cases, for living ex- 
penses, but the only requirement is a 
simple signed statement that the money is 
needed for that purpose. 

There was some excitement at the pay- 
ing tellers’ windows of the Japanese ban 
on the day after the freezing order, and 
some withdrawals, but nothing like a run. 
With a large part of their assets not frozen, 
the Japanese banks have gone on without 


to other institutions throughout 
the country is its willingness to 
take care of difficult matters in the 
same efficient manner as it handles 
ordinary transactions. We are al- 
ways ready to help whenever you 


have an unusual problem in New 


England. 





The National 
Shawmut Bank 


40 Water Street, Boston 
Member Federal Deposit Insurance Corporation 
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Growth of Suburban Areas 
Brings New Banks 


The trend toward the development of 
suburban districts with local marketing 
centers has also given impetus to the 
establishment of suburban banks. Many 
of these new institutions bow in no way to 
the neighboring banks in the city when it 
comes to latest features in bank equipment, 
decoration and design. 

This is borne out by the accompanying 
interior view of the new Lakewood State 
Bank in suburban Dallas, Texas. Due to 
its location in a residential district, it was 
felt that the bank should have a pleasant, 
“neighborly” atmosphere, and the use of 
deep, luxuriant carpeting throughout the 
entire lobby does much to achieve this end. 
Favorable comment has also been received 
on the soft indirect lighting, the wall 
murals and modernistic clock, and the 
complete air conditioning system which 
extends to all parts of the building. Glass 
brick is utilized for the entrance facade. 

Total deposits on spun day, June 3, 
were reported at $259,762.46, and on June 
27 they had already climbed over the 
$500,000 mark. J. F. Parks is president 
of the new bank, Jeff H. Hooker is execu- 
tive vice-president, Robert G. Storey is 
vice-president and general counsel, and 
Everett Gragard, Jr., is cashier. The new 
quarters were designed by J. F. Parks, Jr., 
son of the bank’s president. 

Another extremely modern new sub- 
urban bank is the New Mexico State Bank, 
which opened for business in Albuquerque’s 
east suburban section on July 15. It thus 
became the first new bank in the state for 
eight years. It also is said to be the first 
to introduce drive-in teller service, a cus- 
tomers’ free parking lot and bank money 
orders in Albuquerque. All three innova- 
tions have proved increasingly popular, 
according to Nolan P. Walter, vice-presi- 
dent and cashier. There are more than 
100 businesses in the section, which is two 
miles from the main shopping center. 

The bank was poreraes by New Mexico 
men, headed by R. E. Adams, president, 
who is also president of the Citizens Bank 
at Springer, N. M. Other officers are 
Walter O. Berger, vice-president, and John 
S. Matthews, assistant cashier. 
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Lakewood State Bank, Dallas, Texas 


. . new suburban banks have latest facilities for serving public 


Timely Additions to the 
Banker’s Bookshelf 
MARKETING USED AUTO- 


MOBILES, by Theodore H. Smith, 290 
pages. $3.00. Published by the Bureau of 
























Head Office, Montreal . 





CANADA 
WELCOMES YOU 


Travel North to Canada this year for a memorable 
vacation. You may cross the border and return home 
again as easily as in peace time. Your money goes 
further too—you receive a premium on every Ameri- 
can dollar you spend or exchange in the Dominion. 


How easy it is to visit Canada this year is 
fully described in our booklet 
“As ONE Goop NEIGHBOUR TO ANOTHER”. 


Write for a copy to our New York Agency. 


THE ROYAL BANK OF CANADA 


New York Agency, 68 William Street 


| 








Resources over $950,000,000 
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Business Research, Ohio State University 
Columbus. 

Stimulated buying and borrowing ac- 
tivity in the used car market is expected 
to result from the prospective curtailment 
of new car production. With bank lending 
on used cars thus likely to increase, this 
study of trends and problems in the used 
car field is of particular interest to bankers 
engaged in such financing. , 

The author is said to have compiled 
facts and figures from many sources not 
hitherto available. Statistics on the com- 
parative resale value of various makes of 
used cars are included. There is a dis- 
cussion of the economic factors which bear 
on the problem of supply and demand, 
and analyses of the problem of excess 
allowances, the controlling of used car 
inventories, and methods of sales promo- 
tion. 

Of especial interest to bankers are the 
chapters tracing the history of automobile 
sales financing, the development of whole- 
sale financing, and trends in retail financ- 
ing. 


BANK MANAGEMENT CONTROL, 
by H. N. Stronck. 280 pages. $5.00. 
Published by Bank Publication Division, 
Rand McNally & Company, Chicago. 

Mr. Stronck is a former bank president 
and an authority on administrative proce- 
dure for banks, and the recommendations 
in this book are based on the author’s broad 
experience in setting up control procedures 
in individual banks. 

The book outlines methods for setting 
up, and keeping in operation, a system of 
controls which will enable the administra- 
tive heads to maintain a check on the 
functions of the bank. 

No department of the bank is over- 
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looked. First the book details the general 
mechanics of setting up a control system. 
Then, chapter by chapter, it takes up 
specific control procedure for every func- 
tion and every department: Organization 
and personnel, commercial loans, real 
estate, bonds and securities, operation and 
production, expenses, new business, trusts, 
and so on. 
a & e 


Special Check Books for 
Left-Handed Writers 


Left-handed monkey wrenches are a 
long-standing joke, but in an entirely dif- 
ferent category are the left-handed check 
books now being offered by the St. Joseph 
Bank and Trust Co., South Bend, Indiana, 
to its “‘portside” customers. 

Unlike the fictitious monkey wrenches, 
the check books are entirely bona fide; they 
are also a genuine convenience to left- 
handed individuals. And beyond their 
specific appeal to this comparatively re- 
stricted group, the left-handed check books 
likewise serve to emphasize to what 
lengths the bank will go to please its cus- 
tomers and to improve its service to them. 

In describing the idea, which he states 
was passed along to him by officers of 
Manufacturers Trust Company, New York 
City, President B. K. Patterson of the 
St. Joseph Bank writes: 

“IT assume you may be a right-handed 
writer; if so, and after you have torn off 
one or more checks from your check book, 
leaving the stubs, you'll find you use _ 
left thumb to hold back the stubs in filling 
out the ‘current’ stub. Now, try this: 








LEFT-HANDED 
CHECK BOOKS? 


ft’s a fact! 


There are such things as left-handed check books. And 
they have nothing whstever to do.with left-handed monkey 
wrenches. The story behind them is a service initiated by 
the St, Joseph Bank and Trust Company. 


1 You are Left-Handed Ask for One 


Left-handed people know the awl:wardness of writing « 
check in the standard type of check book. They know the 
nuisances encountered in writing out a check. 


That's why the St. Joseph Bank and Trust Company now 
provides left-handed check books for left-handed people. You 
can fill everything out easily and conveniently. If you are 
left-handed, be sure to get your left-handed check hook from 
the bank. All you need do is ask for it. , 


—[_$r. JOSEPH BANK 


& TRUST CO. 














. an appreciated “’extra”’ service 


Put the pen or pencil in your left hand as a 
true left-handed writer would do, and see 
the awkwardness in trying to fill out a stub 
attached to the left end of the check. 

““We’ve found that one in every twenty 
persons is a left-handed writer.” 

In the month since they were first 
introduced, fifty-two books and folding 
fillers have been distributed. 














Why Banks Recommend — 
Credit Insurance 


a order that Commercial loans can be given maximum 

protection, thousands of banks throughout the country 
urgently recommend their manufacturer and jobber clients 
carry CREDIT INSURANCE. 


Many banks INSIST on it. 


Not mere self-interest, but prudent business foresight dic- 
tates this attitude. 


One large credit loss might well jeopardize not only the 
single loan involved—but might even wipe a good customer 
from the books for all time. 


Credit Insurance puts a definite cash value on a borrower’s 
receivables, and permits a bank to render a better and 
more effective service. Although policies of Credit Insurance 
are not assignable, it is possible to have all loss payments 
made to any Bank or Trust Company. 


Wouldn’t it be well to investigate, in detail, the benefits of 
AMERICAN CREDIT INSURANCE to banking as well 
as to business in general ? 


Our representative will gladly call, at your convenience. 
Meanwhile, we suggest you write Dept. 9-E for our inter- 
esting brochure ‘‘An Exposition of Credit Insurance in 
Relation to Commercial Banking.” 


AMERICAN 
CREDIT INDEMNITY 


COMPANY 


of New YORK 





American Credit Indemnity Company of New York 


First National Bank Building, Baltimore 
J. F. McFadden, President 


OFFICES IN PRINCIPAL CITICS OF UNITED STATES AND CANADA 
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V Mo S If IRR ? * Come right down to it, that's 


what commodity loans are-"gravy"-something extra, something beyond 
the regular loan business in your Bank's portfolio. * Yet they're easy 
to find; they're profitable and they're sound. * If your Bank is not get- 
ting its share of this kind of loan business (commodity loans secured 
by Lawrence Field Warehouse Receipts), we urge you to write today 
to any of the Lawrence System offices listed above for free booklets 


describing how you can start NOW to get “your share of the gravy!” 


LAW IREW CE SYSTEM field warehousing 


(FOR BANK LOANS AGAINST INVENTORY) 
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Mr. Koeneke's record of A. B. A. activities and his bank's record of earnings are both impressive 


ENRY W. KOENEKE 


The incoming president of the American Bankers Association, a country 
banker, has first-hand knowledge of the problems of the smaller banks 


of Henry W. Koeneke as an 

individual, as a banker, and as 
the incoming president of the American 
Bankers Association reveals him as a 
person you would like to know as a 
friend; a sound, conservative banker 
with whom you would trust your 
savings; and an A. B. A. leader who is a 
staunch exponent of the present dual 
system of private enterprise banking, 
with strong convictions regarding the 
banker’s responsibility to his com- 
munity. 

It is noteworthy that Mr. Koeneke 
is a country banker, and as such he 
naturally will have a particularly close 
understanding and appreciation of the 


Act Henry W. Koeneke study 


By 
HARRY V. ODLE 


Editorial Staff, 
THE BURROUGHS CLEARING HOUSE 


problems of the smaller banks through- 
out the country. As president of The 
Security Bank of Ponca City, Okla- 
homa, he heads an institution with 
totals around the $344 million mark. 
While this cannot be strictly classified 
as a small bank, it is a typical country 
bank. Many of Mr. Koeneke’s per- 
sonal viewpoints have the sturdy indi- 
vidualistic ring that is perhaps most 
closely associated with the country 


banker, and as such should strike a 
responsive note among the great ma- 
jority in the A. B. A. ranks—who are 
of course country bankers. 

Mr. Koeneke’s start in banking was 
a modest one. It was made after he 
had attended Midland College at 
Atchison, Kansas, and after he had 
undertaken a course of study at a busi- 
ness college in St. Joseph, Missouri. 
Thereafter, he became a_banker’s 
apprentice at no salary. As such he 
set out each morning from his farm 
home adjoining the Kansas village of 
Herkimer, and traveled the seven 
miles by horse and cart to the quarters 
of the First National Bank in the 
neighboring village of Marysville. He 
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View of Ponca City’s business district, showing The Security Bank in the large corner building 


served the bank there for thirteen 
months. 

The. following year, in 1910, he 
became cashier of a newly-organized 
bank at Herkimer, at the beginning 
salary of $60 a month. As a matter of 
fact, he was the entire staff of the 
bank. His father, who held the title 
of president, was inactive although his 
knowledge of local credits was of no 
little assistance. To young Henry 
Koeneke’s credit, and as a tribute to 
his natural business sagacity, it should 
be recorded that the bank made money 
from the start. Opened with an orig- 
inal capital of $10,000, it grew in six 
years to be a $100,000 institution in 
point of deposits. 

Bolstered by this experience and 
with all the confidence of an ambi- 
tious and energetic 26-year-old, Henry 
Koeneke’s next step upward was a 
bold one. Along with George E. 
Meier, who subsequently became his 
father-in-law, he managed in 1917 to 
scrape together sufficient funds to 
purchase jointly a controlling interest 
in the Exchange State Bank of Parsons, 
Kansas. Apparently undeterred by 
the fact that he knew no one in the com- 
munity and that his part of the under- 
taking was launched largely upon bor- 
rowed capital, as cashier and subse- 
quently vice-president as well he 
was principally responsible for the 
successful operation of the bank during 
the next twelve years. This was no 
mean feat, for it was a period of 
economic ups and downs in Kansas, 
featured by agricultural depression as 
a World War aftermath. 

In 1929, Governor Clyde M. Reed 
took office in Kansas, an event which 


proved to be of considerable signifi- 
cance in the life of Henry Koeneke. 
For he was offered the job of state 
banking commissioner, and accepted, 
little knowing just what catastrophic 
developments were in the immediate 
offing. He still recalls his dismay 
when, on the first day he assumed 
office, there were two bank failures in 
Kansas. This was a very mild fore- 
taste of the future, however, for at 
one time during his regime there were 
500-600 banks undergoing liquidation 
in the state. 


PINION from outside sources indi- 

cates that Mr. Koeneke’s services as 
bank commissioner during this critical 
period were outstanding. He held his 
office under Governor Reed, Governor 
Harry Woodring and Governor Alfred 
M. Landon. It has been stated that 
he was one of the most active and con- 
structive commissioners that Kansas 
has ever had, and economy policies 
which he instituted were said to have 
reduced liquidating costs considerably 
in closed banks, leaving a larger share 
for the depositors. Incidentally, Mr. 
Koeneke believes that the caliber of 
state banking supervision has been 
greatly advanced in recent years. 

Mr. Koeneke has also expressed the 
opinion that the surviving banks 
throughout the country have learned 
some lessons they will not soon forget, 
and that they are not going to let 
**1929-1932”" recur again. “Bankers 
are more wide-awake today or they 
are not in business,” he points out. 
Also, he adds, banking practices have 
improved. As an example he cites 
present methods of handling farm 


loans, which are now being widely 
made on a reduction basis for greater 
liquidity. Mr. Koeneke believes that 
much credit for improved banking 
techniques is due the American Bankers 
Association and the various state 
associations, and he urges individual 
institutions to put into practice the 
carefully considered recommendations 
of these groups. “It is not enough 
merely to pay dues to state banking 
associations and to the American 
Bankers Association, and to read the 
studies and other information made 
available,” he has reminded other 
bankers. ‘“‘We must co-operate whole- 
heartedly with the programs as sug- 
gested, and put into practice the tried 
and tested plans which have succeeded 
in other communities.” 

Further in regard to sound bank 
operation, and doubtless keeping well 
in mind his experiences as bank com- 
missioner in the early Thirties, Mr. 
Koeneke has expressed his personal 
viewpoint that banks should now be 
building up a strong reserve for future 
contingencies. While he does not 
pretend to be able to foresee the 
future, he feels that the very un- 
certainty with which it is shrouded 
means that banks should give first 
consideration to sizable surplus and 
undivided profit accounts, and relegate 
to second place the distribution of 
profits in the form of dividends to 
stockholders. 

As a matter of record, The Security 
Bank of Ponca City has been remark- 
ably successful in achieving both 
objectives since Mr. Koeneke resigned 
his bank commissioner post to become 
president of this Oklahoma institution 
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in 1935. At that time, the bank had a 
capital account as follows: capital, 
$100,000; surplus, $15,000; undivided 
profits, $46,000. This has been steadily 
increased in the intervening six years 
and as of June 30, 1941, it read: capi- 
tal, $125,000; surplus, $125,000; un- 
divided profits, $122,625.26—a total 
capital account of $372,625.26 as com- 
pared with approximately $161,000 a 
half-dozen years ago. 

At the same time, the bank has been 
paying an annual 12 per cent dividend 
on its stock! 

As might be expected, credit for this 
fine earnings record is primarily due 
to an aggressive campaign for local 
loans. And this brings us to what is 
perhaps the corner stone of Mr. Koe- 
neke’s banking philosophy. In fact, 
it goes beyond this to become some- 
thing akin to his personal creed as a 
citizen and as an individual. Basic- 
ally, it sums up to a conviction that 
the strength of our entire national 
structure depends upon the separate 
communities and surrounding areas 
which together make up the whole. 
Thus, the prime responsibility of the 
banker to his country is to do every- 
thing within his power to build a 
stronger community, and to take part 
in constructive undertakings toward 
that end even at the cost of personal 
sacrifice. 

In his addresses before banking 
groups, Mr. Koeneke has frequently 
warned against what he believes to be 
an over-extreme trend toward cen- 
tralized control over banking, business, 
and the lives of American citizens. 

“It is not likely that we shall ever 
return to the kind of a nation that 
we were before 1930,” concedes Mr. 
Koeneke. “But there is need for 
reawakening to the fundamental philos- 
ophy of local responsibility on the 
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Mr. Koeneke emphasizes the bank’s responsibility to its community 


part of the local government, local 
business and local people alike. 

“The strength of this country is the 
sum of the intelligence, courage, initi- 
ative and independence of all its 
people expressed in the community 
life of the nation,” Mr. Koeneke main- 
tains. ‘This vast country cannot be 
satisfactorily managed from any one 
place . . . The nation’s future will be 
determined by what we do here in 
Oklahoma and what others do in their 
respective communities.” 


FROM the standpoint of banking in 

particular, Mr. Koeneke is a strong 
exponent of the present decentralized 
system of privately-owned banks, al- 
though he warns that the future of such 
a system rests in the last analysis ‘‘on 
the degree to which we serve the 
public.” Here again, it is his thesis 
that the strength of the banking 
structure as a whole depends upon the 
strength of the individual banks— 
rather than upon some central source. 
On this point he has expressed his per- 
sonal opinion forcefully as follows: 
“Our banking system of more than 
15,000 units managed by local officers 
who are thoroughly familiar and in 
sympathy with local problems is far 
superior to a cental system of bank- 
ing.” Mr. Koeneke has also gone on 
record as favoring the present dual 
system of banking in this country, 
whereby national and state banks 
exist side by side. 

This philosophy of decentralization 
which places primary emphasis on the 
community is no mere abstract theory 
to Henry Koeneke. Specific applica- 
tion of this principle can be found in 


the bank which he heads, and in his 
personal activities. 

Which brings us back to the point 
that The Security Bank, since Mr. 
Koeneke became its president, has 
markedly expanded its local loans. 
Mr. Koeneke has likened a bank in a 
community to a heart which has the 
vital function of pumping a life- 
maintaining supply of credit to the 
municipal body. The better the bank 
performs this function, the more robust 
and healthy will be the community’s 
growth. In 1935, when Mr. Koeneke 
came to Ponca City, The Security 
Bank had total loans of approximately 
$475,000, while the June statement of 
this year listed loans and discounts of 
$1,250,401.22. 

The personal loan department, which 
has been in operation since 1927, mak- 
ing it one of the oldest in Oklahoma, 
has doubled in size during the past six 
years. The bank has launched into 
the direct financing of automobiles, 
and also handles household appliance 
paper through local dealers. 

Mr. Koeneke’s leanings toward local 
self-reliance, rather than dependence 
upon a central source of strength, are 
reflected in the bank’s policy regarding 
FHA loans. The bank offers Title I, 
but not Title II, financing. It does 
make mortgage loans for from three 
to five years, but Mr. Koeneke does 
not feel that maturities extending up 
to twenty-twenty-five years are suit- 
able for commercial banks. 

Perhaps a supplementary word 
should be added here in regard to 
Mr. Koeneke’s views on bank lending 
policies. While he emphasizes the 

See H. W. KOENEKE—Page 30 
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ARGELY because they have been 
L so frequently accused of it, 
bankers have achieved a reputa- 
tion for unwillingness to finance small 
business. From a long career devoted 
to getting small businesses the money 
they need to start, expand, or continue 
in business after they have become 
involved, our organization is prepared 
to contradict this charge against the 
banks. 

At worst, perhaps some bankers can 
be fairly charged with not using as 
much resourcefulness and ingenuity in 
shaping a small business loan to 
bankability as they would employ to 
salvage equivalent sums of money 
already at stake in loans that have 
deteriorated. 

The Industrial Corporation was 
established in 1914 to increase indus- 
trial activity in Baltimore. It was 
apparent that using the $200,000 
capital for direct loans and invest- 
ments in small concerns would lead 
toward probable losses on some of 
these deals, and would lead inevitably 
to a condition of frozen liquidity. 
Therefore, the policy was determined 
as properly to use the capital of the 
corporation to aid small businesses in 
getting from regular financial sources 
the money that they might need. 

Since then, .we have served a con- 
siderable number of clients. The num- 
ber of small businesses helped to enter 
business, expand, or revamp their 
finances after they have become a little 
disordered, totals well over 200 in the 
past 20 years. In hardly one of these 
cases has the job been handled without 
the hearty co-operation of a bank or 
banks at some time. Mind you, many 
of these relationships between our 
company and local enterprises have 
continued for many years, and some 
of them have endured from the time 
that we helped to interest a venture- 
some bit of equity money right on 
through the growing pains of a young 
business and into the stage of sizable 
stability. 

There are, of course, many problems 
of financing a small business which are 
in no sense properly bank problems. 
A substantial share of the so-called 
problems of getting bank loans is made 
up of cases where actually an urgent 
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The Financing of 


SMALL BUSINESS 


By 
G. HARVEY PORTER 


Executive Vice-president The Industrial Corporation, 
Baltimore, Maryland 


In aiding ocaves of small Baltimore firms to obtain 


financial assistance, the writer’s organization has 


found many ways to make loans bankable. He suggests 


that banks on their own initiative can use the same 


credit devices to finance more small-business loans 








business financing problem. 


Industrial Loan Corporation Cited 
in TNEC Hearing 


HE operation of the Industrial Loan Corporation was described | 
in some detail in the April issue of The Burroughs Clearing 
House, page 17, SEC Commissioner Sumner Pike having proposed 
at one of the TNEC hearings the creation of similar advisory 
organizations on a nation-wide scale, as one solution to the small 


The Industrial Loan Corporation is a semi-civic enterprise 





organized primarily for the purpose of assisting new or established 
Baltimore firms that may need help. Usually such concerns need 
financing of one kind or another, and while the Corporation does 
not make any direct loans, it attempts to put the affairs of its 
clients on a sound basis so that they can obtain credit, generally 
from banks. 

Commissioner Pike suggested at the TNEC hearing that a 
Bureau of Small Business be set up by the Federal Government to 
foster the creation of similar industrial loan corporations in other 





communities. 

















In 20 years, the Corporation has aided over 200 small firms 


need exists for new stockholder money. 
A fringe of cases consists of hopeless 
situations which nobody except the 
owner or inventor thinks can possibly 
be salvaged. But the bulk of small 
business financial problems, we know 
from our own experience, can best be 
handled in banks. 

Please keep in mind that our experi- 


ence covers practically no situations 
in which everything is favorable to a 
straight routine handling of a loan at a 
bank. The fortunate small business 
man whose affairs are simple and with- 
out difficulty does not come to us, or 
to anyone like us. He walks into his 


bank, signs his note, gets the loan then 
The folks who come to 


and there. 
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us have troubles and complications 
which it is our responsibility to help 
them overcome and simplify. 

Of the most recent forty cases 
handled in our organization, nineteen 
have been solved either solely or 
principally through commercial banks. 
Each one of these has required some 
know-how and ingenuity to make it a 
bankable loan, whether or not it had 
been so financed in the past. 

One, for instance, was a machinery 
manufacturer doing about $200,000 a 
year. He had been seesawing along 
for some years, managing not to run 
out of cash because he spent nothing 
that was not absolutely unavoidable 
and took no depreciation that could 
conceivably be deferred. Thus his 
statement gradually deteriorated and 
his cash position went down hill until 
bank trouble perched over his door 
and someone sent him to us for help. 


His banks were certainly not to be 

blamed for clamping down on him. 
What he needed was something not 
basically financial. Rather, he needed 
profitable volume to put through his 
factory. He had unused manufactur- 
ing capacity, and the capacity that he 
had in use was not yielding enough 
margin to carry his expenses. 

We went out and got him the addi- 
tional manufacturing volume with 
almost no difficulty. His shop was 
experienced in handling high-precision 
work. It took only a few conversa- 
tions with firms holding large contracts 
for defense work, and ended up with 
our client selecting which of the 
proffered sub-contracts seemed best 
fitted to his personnel and equipment. 

The new business totaled around 
$100,000, and carries a reasonable rate 
of profit. Sales of the old-established 
line totaled $200,000. The aggregate 
gives enough not only to carry the 
overhead but also to leave a substantial 
net profit, if all works out as expected 
after an engineering survey of the job. 
When the bank was shown the new 
business and the profit estimates 
against it, they gave the manufacturer 
a line of $25,000. This cleared away 
his troubles that had been gathering. 
The production of the new business 
has been going along at a rate to 
indicate a profit on the total business 
this year sufficient to clear off all or 
most of the bank loan. 

To me as a professional counsellor 
to the small business man who needs 
money, it seems that a good many 
bankers tend to stand in their own 
light by holding to some old concepts 
of bank credit. The traditional idea 
was that the borrower must be able to 
qualify for credit on the strength of 
his statement, that collateral was not 
desirable unless and until a loan gets 
into trouble, and that all creditors 
must be kept on equal footing and no 





TYPICAL STEPS IN SETTING UP A LOAN 











T Left to right, a manufacturer applies to Mr. Porter and J. J. Quinn 
of The Industrial Corporation for assistance 








2 Mr. Quinn visits the manufacturer's plant, where the superintendent 
explains certain plans they want to finance 


2 Mr. Porter confers with Assistant Cashier C. K. Hann, First National 
Bank of Baltimore, on manufacturer's behalf 
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warehousing. 


borrower’s books. 


ing up the note. 


for a loan. 
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1—Borrowing on marketable inventories, usually through field 


2—Borrowing on receivables, always without notification to the 
borrower’s customers but with the assignment stamped on the 


Four Standard Approaches for Negotiating 
Small-Business Loans 


The Industrial Corporation in Baltimore advocates the following 
collateral devices to help small businesses obtain bank credit: 





3—Borrowing on the strength of contracts that may not actually 
be assigned to the bank, but on which the banker is given com- 
plete moral assurance that the proceeds will be applied in clear- 


4— Mortgaging the plant and putting up the mortgage as backing 


Term Loans 


The Industrial Corporation has also found the term loan of assist- 
ance in solving the financial problems of firms above the very 
smallest class. These loans, it has found,can be made more attractive 
to banks by arranging a stepped-up rate of retirement comprising a 
share of all profits earned in any year while a loan is outstanding. 





Higher charges are advocated for procedures involving more detail 


one given a claim prior to the others. 
Theoretically, these are proper prin- 
ciples. But they can and should: be 


waived under circumstances prevailing’ 


in a large proportion of the small 
business loans that arise nowadays. 
This statement is not based on 
prejudice, it is based on working 
experience. We have found con- 
siderable numbers of bankers in Balti- 
more and elsewhere who are willing to 
consider a small business application 
strictly on its own merits regardless of 
tradition, and their experience in these 
loans has been almost uniformly good. 
Think of it this way: If our organiza- 
tion took many losers into the banks, 
how much value would we continue to 
have in serving the small businesses in 
whose service we exist? 

As has been pointed out, the loans 
we take to the banks are the tough 
ones that have already proved beyond 
the capacity of the business men them- 
selves to swing. It is, therefore, al- 
most universal practice with us to 
offer the banks collateral to sweeten up 
these deals and make them good risks. 

There are four standard approaches 
that we use—and that any banker 
could use without the services of a 
third party, if only he found it worth 
the effort. These are familiar devices 
and most bankers have used them to 
collateralize a loan that has gone sour, 
if not for making new loans. They are: 

1. Borrowing on marketable inven- 
tories, usually through field warehous- 
ing. 


2. Borrowing on receivables, always 
without notification to the borrower’s 
customers but always with the assign- 


-ment stamped on the borrower’s books. 


3. Borrowing on the strength of 
contracts that may not actually be 
assigned, but on which the banker is 
given complete moral assurance that 
the proceeds will be applied to clearing 
up the note. 

4. Mortgaging the plant and put- 
ting up the mortgage as backing for a 
loan. 

In a somewhat different class, but 
extremely useful nowadays for han- 
dling the financial problems of firms 
above the very smallest size, is the 
term loan. We have negotiated these 
for amounts as low as $50,000 for 
5 years —not in Baltimore, New York, 
or Chicago, but in the manufacturer’s 
home town of 50,000 population. A 
deal which might not be satisfactory 
under a straight annual amortization 
agreement may be made attractive by 
offering the bank a stepped-up rate of 
retirement comprising a share of all 
profits earned in any year while the 
loan is outstanding. Incidentally, of 
several term loans that we have worked 
on to include this provision, the rate 
of repayment has proceeded so rapidly 
that one 5-year loan is going to be 
cleaned up in 4 years, and another 
looks now as if it would pay off in 
3% years. 

The standard objection that the 
banker makes, and with complete 
propriety, to many of these suggested 


methods of securing his note is that it 
is too expensive a procedure. He says 
that the investigation and control cost 
too much; also, the bank operations 
such as bookkeeping entries and han- 
dling details of notification and pay- 
ment wipe out the profit margin. It 
seems to us, however, that the bankers 
could afford to be a bit less conven- 
tional in approaching the ideas of 
expense and compensation. The bank- 
ers who regularly deal with us and 
our clients are accustomed to our idea 
that the bank should include provision 
for such expenses in its charges. If 
it is going to cost the bank 2 per cent 
extra to handle a certain type of 
transaction, then it is entirely fair to 
raise the interest rate by 2 per cent, 
or if legal limits intervene, then to 
charge a flat fee for this added expense. 
The business man who denies the 
equity of paying for extra service is in 
no position to criticize the banker for 
not being willing to make the loan. 
Borrowing on marketable receivables 
is certainly no great imposition upon 
the bank, with the present develop- 
ment of field warehousing techniques 
by the leading organizations in this 
field. We have used the method so 
often that it is difficult to select 
instances. There was not long ago 
the situation in which a big stock of 
tool steel in standard grades was 
hypothecated on field warehouse re- 
ceipts, thus providing the bank com- 
plete safety on its loan and providing 
the manufacturer the working capital 
that he needed because certain other 
activities of his business had been 
moving rather less than satisfactorily. 


R consider the concern which, as our 

clients range, is large —it employs 
around 700 people when working to 
capacity, which it distinctly was not 
doing at the time we came into the 
picture. The company needed around 
$2,000,000 in annual volume to make a 
profit, but it had been selling only 
around $700,000 a year for several 
years, largely because its line of prod- 
ucts had not kept abreast of competi- 
tion. 

This business was badly involved — 
altogether too badly to suit any 
reasonable banker. The first step 
was an improvement in the manage- 
ment personnel. The next was a 
six figure loan from the Federal 
Reserve Bank, extending for five years, 
and secured by a mortgage on the 
real estate. This money cleared away 
the worst of the financial mess, per- 
mitted the new manager to get things 
running smoothly and to bring out a 
couple of newly designed products 
that attracted sales. With the in- 


creased sales volume, the local banks 

were willing to lend on receivables up 

to half the amount of the Federal 
See FINANCING BUSINESS—Page 30 
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By HENRY D. RALPH, Washington Correspondent 


Installments Loans Under 
Federal Reserve Control 


Personal loans as well as all forms 
of installment credit are now under 
the direct supervision and control of 
the Board of Governors of the Federal 
Reserve System by reason of the 
executive order issued by President 
Roosevelt August 11. 

A conference between representa- 
tives of banking groups and Federal 
Reserve officials was held August 15 at 
Washington, to discuss initial regula- 
tions which had been previously drawn 
up by the board. Included were repre- 
sentatives of the American Bankers 
Association, the Reserve City Bankers 
Association, the Morris Plan Bankers 
Association, and the Independent 
Bankers Association, as well as others 
in the installment finance field. 

Initial Reserve Board regulations on 
installment credit place limits of 
eighteen months on maturity, and 
require down payments ranging from 
fifteen to 33144 per cent on various 
classes of articles. 

Loans under $1,000 for property 
maintenance, repair and improvement 
are subject to the eighteen month’s 
maturity, but no down payment is 
required provided loans do not include 
the purchase of refrigerators or other 
articles under control. This may 
hamper FHA Title I activities. Prop- 
erty improvement loans over $1,000 
are not restricted provided not more 
than 50 per cent is for controlled 
articles. 

Also exempt are loans on real estate 
first mortgages, student educational 
loans, credits to dealers to purchase 
articles under control, and the exten- 
sion of installment sale credit to be 
repaid in equal installments within 
three months from date of loan. 

Kenton R. Cravens, vice-president 
of the Cleveland Trust Company and 
chairman of the A. B. A. Consumer 
Credit Council, has been drafted by 





MARRINER S. ECCLES, chairman, Federal Reserve System 


Will administer regulations on installment credit 


the Federal Reserve Board as liaison 
representative of banking to assist in 
preparation of regulations. 

Administration of the regulations 
will be handled through the Federal 
Reserve banks and their branches. 
General policies will be established by 
a committee consisting of the Secretary 
of the Treasury, the Federal Loan 
Administrator, and the Administrator 
of the Office of Price Administration 
and Civilian Supply in co-operation 
with the Federal Reserve Board. 

The executive order applies to all 


forms of “banking institutions,” de- 
fined as ‘“‘any person engaged as princi- 
pal, agent, broker, or otherwise, in the 
business of making or holding exten- 
sions of credit and includes, without 
limitation, any bank, any loan com- 
pany, and finance company, or any 
other person engaged in the business 
of making or holding extensions of 
credit whether as a vendor of con- 
sumers’ durable goods or otherwise.” 

There is a lengthy definition of what 
is meant by extension of credit, cover- 
ing all types of contracts which might 
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FRANCIS P. BRASSOR, 
SEC Secretary 


EDWARD C. EICHER, 
SEC Chairman 


THE BURROUGHS CLEARING HOUSE—September, 1941 





EDMUND BURKE, JR. 
SEC Commissioner 


Commissioner Burke took the oath of office 


be used for the acquisition of property 
other than by cash payment, and 
applying to any new or used article 
which is durable or semi-durable and 
is used or usable for personal, family, 
or household purposes. 

The executive order states that “the 
public interest requires control of the 
use of installment credit for financing 
and refinancing purchases of con- 
sumers’ durable goods, the production 
of which absorbs resources needed for 
national defense, in order (a) to facili- 
tate the transfer of productive re- 
sources to defense industries, (b) to 
assist in curbing unwarranted price 
advances and profiteering which tend 
to result when the supply of such goods 
is curtailed without corresponding cur- 
tailment of demand, (c) to assist in 
restraining general inflationary tend- 
encies, to support or supplement 
taxation imposed to restrain such 
tendencies, and to promote accumula- 
tion of savings available for financing 
the defense program, (d) to aid in 
creating a backlog of demand for 
consumers’ durable goods, and (e) to 
restrain the development of a consumer 
debt structure that would depress 
effective demand for goods and serv- 
ices during the post-defense period.” 

. « * 


Amendments to Simplify 
Security Marketing 


Lower cost and less red tape in 
obtaining equity financing and market- 
ing securities to the public are the 
objectives of a series of eighty-six 


amendments to the laws administered 
by the Securities and Exchange Com- 
mission now pending before Congress. 
The proposals represent months of 
conferences between the SEC and 
representatives of the Investment 
Bankers Association of America, Na- 
tional Association of Securities Dealers, 
New York Stock Exchange, and New 
York Curb Exchange. The SEC is in 
substantial agreement with fifty-five 
of the proposals, but will oppose the 
rest in the form presented. 

One important proposal deals with 
the private placement of securities, a 
subject of much interest to banks, who 
have complained that private sales of 
entire issues to insurance companies 
and other large institutional investors 
deprived banks of the opportunity to 
obtain many issues for their portfolios. 
The proposed amendment would not 
prohibit private placement but would 
require issues over $3,000,000 to be 
registered as though for a _ public 
offering. Since private placement is 
frequently used to escape the expense 
of registration with the SEC, the 
amendment is expected to reduce 
the volume of such private sales. 

Greatest public interest is in the 
proposal to exempt small issues from 
registration. The present law requires 
registration of all issues of $100,000 or 
over. A number of bills have been 
introduced in Congress to raise this 
limit to $1,000,000. The securities 
industry is asking that the exemption 
be raised to $500,000, but the SEC 
insists that it be fixed at $300,000. 

Other proposed amendments would 


simplify registration by eliminating 
duplications now required, simplifying 
prospectuses, condensing financial in- 
formation already on file with the SEC 
or available to investors on request, 
facilitating the distribution of new 
securities by permitting offers, as 
distinct from actual sales, prior to the 
effective date of a registration, and in a 
number of other technical ways. Many 
of the proposals deal with detailed and 
technical operations of exchange trad- 
ing and security selling, but Congress 
has shown considerable interest in 
suggestions for simplifying the issu- 
ance of new securities, particularly by 
smaller firms. 
* Sd . 


Burke Elevated to SEC 
Commissioner 


Elevation of Edmund Burke, Jr., 
to be a member of the Securities and 
Exchange Commission from his former 
post as director of the Commission’s 
Reorganization Division, marks the 
second time President Roosevelt has 
promoted a member of the staff to 
membership on the commission. 

Previous to the appointment of 
Ganson Purcell a few months ago, the 
top jobs in the regulating agency had 
been handed out to persons presumably 
as a training ground for higher posi- 
tions. 

Mr. Burke, who is thirty-six years of 
age and a resident of New York, was 
graduated from Harvard Law School 
in 1927. From that time until 1933 
he was associated with Cotton and 
Franklin, one of the leading corporate 
financial law firms in New York. In 
1933 he was made associate chief 


To assist Federal Reserve on install- 
ment credit program 


KENTON R. CRAVENS, Vice-president, 
Cleveland Trust Company 
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counsel of the Municipal Bond Section 
of the Public Works Administration, 
where he handled all legal details in 
connection with advances for con- 
struction of Triborough Bridge and 
Lincoln Tunnel and in connection with 
PWA’s participation in the Port of 
New York Authority’s $153,000,000 
refunding program. 

Mr. Burke was appointed to the 
SEC in 1935. 


Sd e Sf 


Provisions of Proposed 
Price Control Bill 


The emergency price control bill now 
pending in Congress is a major part of 
the administration’s attempt to avert 
inflation growing out of the defense 
program, and dovetails into the install- 
ment credit regulations and other 
financial measures under contempla- 
tion. 

One of the most controversial meas- 
ures now at the Capitol, the bill may 
not reach final form for some time and 
may be greatly altered before passage, 
but the success of efforts to keep prices 
in line will affect the operations of 
practically all kinds of business. The 
bill as introduced gives the President, 
or an agency designated by him, 
power to fix maximum or ceiling prices 
for any commodity or group of com- 
modities, and it would be illegal to sell 
above such ceilings. Dealers could be 
licensed to obtain compliance. Hear- 
ings would not be required before 
setting prices, but a full statement of 
the reasons for the action and the 


Price Administrator LEON HENDERSON before the House Banking and Currency Committee 


Price control is a major part of the administration's attempt to avert inflation 


basis for arriving at the prices fixed 
would be required, and appeals could 
be taken to a special three-judge court 
and from it to the Supreme Court. 

Rents would also be controlled, but 
only rents of residences in designated 
defense areas. Ceiling prices on agri- 
cultural products could not be set 
lower than 110 per cent of parity. 
Wages would not be regulated by the 
bill. Interest rates as such are not 
covered by the bill but it would permit 
regulation of selling terms and practices 
which affect prices. 


S ° o 


Law Sought to Stop Tax 
Exempt Securities 


An action designed to force Congress 
to enact legislation to prevent further 
issuance of tax-exempt securities by 
states and their subdivisions has been 
started by the Bureau of Internal 
Revenue. Paradoxically, the Bureau is 
bringing a court action which it hopes 
Congress will set aside. 

Test cases have been brought against 
holders of bonds of the Port of New 
York Authority and of the Triborough 
(New York) Bridge Authority to collect 
Federal income taxes on _ interest 
received on those bonds. The bonds 
of both Authorities were issued under 
state laws as exempt from taxation, 
but the Bureau contends that such 
public corporations are neither states 
nor political subdivisions and their 
securities are therefore subject to 
Federal income taxes. If it wins the 
case it hopes that Congress will remit 








back taxes for previous years but in 
so doing will provide that future issues 
of states and their political subdivi- 
sions, as well as public corporations, 
must be subject to Federal taxes. 

The first step was taken in March of 
this year when the Bureau assessed 
seven Port Authority bondholders for 
three years’ back taxes. Six of these 
paid the deficiency assessment, but 
one, a Commissioner of the Authority, 
has appealed. In order to broaden its 
case, the Bureau has now assessed two 
holders of Triborough Bridge Authority 
bonds. 

The Treasury’s position is that 
Federal taxes should not be imposed 
on the interest of outstanding state 
and municipal bonds, but that no 
more tax-exempt securities should be 
issued. The apparent inconsistency 
of now trying to collect taxes for three 
years back on certain outstanding 
issues is explained by the hope that 
success in a test case will bring pres- 
sure from thousands of security holders 
for Congress to relieve them of lia- 
bility for back taxes, which will bring 
the question squarely before Congress. 

A similar chain of events grew out 
of the Supreme Court decision that 
salaries of Port of New York Authority 
employees were subject to Federal 
income taxes. Congress abated back 
taxes on the salaries of employees of 
state agencies who believed that they 
were exempt from taxation, and en- 
acted the public salary tax act of 1939 
which clarified the tax status of such 
employees. At that time President 

See WASHINGTON VIEWPOINT—Page 44 
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Mr. Kreuser’s article has been divided 
into twoinstallments. The first covers banks 
in Argentina, Brazil, Uruguay and Para- 
guay. The second installment, in the Octo- 
ber issue of The Burroughs Clearing House, 
will not only describe banking development 
in the other South American countries but 
will also consider exchange control problems, 
the work of the Export-Import Bank, and the 
proposed Inter-American Bank as an aid 
to better hemispheric financial relations. 


T the present time hemisphere de- 
A fense is a subject uppermost in 
public discussion and thought. 
An effective part of this timely subject 
is economic co-operation. The loss of 
important European markets, coupled 
with the depletion of shipping facil- 
ities, has upset the balance of trade 
and of payments of our neighbors to 
the South. 

To help in a better understanding of 
the financial problems and of some of 
the efforts that we have made to solve 
them, the following outline of the pres- 
ent banking situation in the principal 
South American countries has been 
prepared with special reference to com- 
mercial banking as the aspect of great- 
est interest to North Americans. 
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Banks and Banking 
in SouTH AMERICA 


By 
OTTO T. KREUSER A 


Second Vice-president, The Chase National Bank 
New York City 


In reading this article, one can only conclude that 
Mr. Kreuser knows South America and its banks both 
intimately.and well. Back of his timely discussion 


is a desire to create a better understanding of the 


problems now confronting our hemispheric neighbors, 


and of current efforts now 


When you discuss any subject re- 
lating to South America you are apt to 
generalize and to forget that there are 
ten separate republics in that conti- 
nent, all very different in climate, popu- 
lation, and basic economic conditions. 
Then too, the heritage of the largest 
country in South America, Brazil, in- 
cluding its language, comes from Portu- 
gal, and its political separation from 


First National Bank of Boston branch in Buenos Aires 








being made to solve them 


the mother country is of far more re- 
cent date than that of the other coun- 
tries which, in colonial times, were 
dependencies of Spain. They have 
been independent for more than a cen- 
tury but the language is still Spanish. 
Bear in mind also that the progress of 
industrialization varies greatly in the 
various countries, and the most rapid 
advances have been made chiefly in 


Main lobby, First National B 











The central bank in Argentina exercises strong control over the policies of commercial ban syst 
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the centers of population. In the 
tropical and more sparsely settled 
regions, agriculture and mining remain 
almost the universal occupations. 

As is natural under these circum- 
stances the collaboration of foreign 
capital has been and is essential to de- 
velop transportation, public utilities 
and industry, where large scale invest- 
ments of capital have been necessary. 


system of bank examinations, similar to those 


Boston, Buenos Aires 


Industrialization of European coun- 
tries and later of the United States pro- 
vided the growth of capital which 
sought ever-widening fields for invest- 
ment. Moreover, nationals of these 
countries went out in search of foreign 
markets for manufactured goods. Ex- 
port houses established by them set up 
branches in various South American 
countries. While these concerns pri- 


in the United States, is being introduced 


Banco Central de la Rey ublica 
Argentina, Buenos Aires 


marily distributed imported manufac- 
tures, many of them also became 
important exporters of the agricultural 
and mining products of South Ameri- 
can countries. 

Gradually, as these processes reached 
greater proportions, the various Euro- 
pean nationalities, led by the British, 
established banking institutions to 
facilitate the financing of this ever more 
important commerce and to provide 
vehicles for the investment of capital. 
Because of the recognized soundness of 
these institutions, they also attracted 
substantial local deposits. British 
banks, first established in Argentina in 
1862, always confined themselves to 
financing of trade and investments. 
Unlike the German banks, which fol- 
lowed along some twenty years later, 
they did not become actual outposts of 
trade, as they in their homeland never 
occupied such a strategic position in 
the management and direction of in- 
dustry. In time there followed banks 
of other nationalities, Canadian, 
Dutch, French, Swiss, Italian, Belgian, 
Spanish and Portuguese, as well as 
American. 

Both before and after the establish- 
ment of the branches of foreign banks, 
local interests had also established 
banking institutions for various pur- 
poses, and, as happened in our own 
country, they went through several 
stages of development. Suffice it to 
say at this point that many of those 
banks that have stood the test of time 
have grown into sizable institutions 
whose management and standing com- 
pare favorably with similar organiza- 
tions elsewhere. There were commer- 
cial banks to finance internal trade, 


oe? 


Banco Holandes Unido, main branch, Bdetios Aires 
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Banco do Brasil, Rio de Janeiro 


Brazil’s largest commercial bank has many central bank functions 


agriculture, and domestic industry. 
Mortgage banks were organized to take 
care of longer term financing of agri- 
culture and of urban housing. Savings 
banks also were established. 

There is one function of banks in the 
United States which is not usually 
found in Latin-American countries. 
You will recall that there is one phase 
of banking —trust service —which has 
not been mentioned so far in this 
article. Under the laws of most of 
these countries, corporate trustees are 
not acceptable as administrators of 





estates, Chile being the one exception. 

It is interesting to note in consider- 
ing South American banking that here, 
as in all regions where agriculture holds 
a more important place in the economy 
than industry, interest rates differ 
greatly from those prevailing in the 
United States. While in centers like 
Argentina little or no interest is being 
paid on sight deposits and not much 
more for short dated time deposits, the 
interest rate on loans in that country is 
considerably higher than what we are 
accustomed to consider as the prime 


rate in this country. Four per cent is 
about prime, with rates ranging higher 
for less attractive or longer transac- 
tions. 

Of course, rates vary in the several 
countries. Interest paid on deposits 
varies from 1 per cent to 4% per cent 
on sight deposits in banks, while in a 
number of countries an 8 per cent loan 
rate is considered a good close rate. 


S the various countries progressed 
in their economic development local 
banking institutions came to assume 
an ever more important place in the 
national economy, and banking legisla- 
tion and regulation, modeled in many 
cases On our experience as well as that 
of other countries, began to take shape. 
Until the recent era of exchange con- 
trol set in about ten years ago, few of 
the large domestic banks participated 
in foreign business to any large extent. 
They left this to the foreign banks. 
As the domestic banks in the various 
countries turned their attention to 
financing foreign trade, an active and 
friendly co-operation began to de- 
velop between banking institutions in 
the United States and South America. 
With the cementing of these corre- 
spondent relationships, an increasing 
volume of foreign trade financing has 
been handled through these channels. 
One of the factors chiefly responsible 
for the trend is the general realization 
that with the growing participation of 
local business men in the export and 
import trade, those present-day traders 
naturally prefer to deal with their own 
banks rather than with branches of 
foreign banks. In some countries, too, 
a tendency has become noticeable for 
governments to give preference to 
banks of their own nationality in such 


. ...fwo government-owned banks in Montevideo, Uruguay 


New quarters, Banco de Seguros del Estado, insurance bank, 
has unique floating floors which eliminate supporting columns 
Banco Hipotecario del Uruguay, mortgage bank, helps to stimu- 





late and direct building activity 
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Street scene in Sao Paulo, 


matters as allocation of controlled 
foreign exchange, etc. 

The frequent interchange of per- 
sonal visits of the officials of corre- 
spondent banks has increased mutual 
confidence, good will, and co-opera- 
tion, and has resulted in a more real- 
istic approach to a solution of the 
problems of international trade and 
finance. 


N the 1920’s, perhaps suggested by 

the formation of our own Federal Re- 
serve system, the need for central bank- 
ing systems suited to the needs of the 
respective countries became apparent. 
Such banks were set up in a number of 
the countries. The first of these was 
the Banco Central de Reserva del Peru, 
established in 1922, followed in 1923 by 
the Banco de la Republica de Colombia, 
in 1926 by the Banco Central de Chile, 
in 1927 by the Banco Central del 
Ecuador, and in 1929 by the Banco 
Central de Bolivia. These banks were 
set up in consultation with Dr. E. W. 
Kemmerer of Princeton University, 
and were based to a large extent on the 
plan and experience of the Federal Re- 
serve system. Ownership in these banks 
is generally divided among the native 
banks, the public, and the foreign 
banks. In some cases the government 
owns a large part of the shares; in 
others it has control. Generally speak- 


Adjoining: Banco de Seguros del Estado, 
Montevideo 


Far Right: Banco Hipotecario del Uruguay 


ing, these central banks have the func- 
tions ordinarily given to such institu- 
tions; namely, the monopoly of note 
issue, fiscal agency and rediscount. 
Legislation restricting the amount that 
can be loaned to the respective govern- 
ments is customary but in some of the 
countries the Treasury or other gov- 
ernment agencies have been able to 
obtain substantial facilities. In some 
instances the banks have become share- 
holders of government mortgage banks, 


. 











center of Brazil's industrial life, with Banco de Sao Paulo in background 


agricultural or industrial credit insti- 
tutes, and similar organizations. 
Argentina did not establish its cen- 
tral bank until 1935, after experts from 
the Bank of England, particularly Sir 
Otto Niemeyer, collaborated with the 
Argentine authorities on legislation, 
and an expert delegated from the Bank 
of England assistecl the Argentine 
management in getting the Banco 
Central de la Republica Argentina 
under way. It has been managed in 
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Banco de la Republica-Oriental del Uruguay, Montevideo 


This dominant Uruguayan bank occupies one of the most imposing bank buildings in the entire world 


exemplary fashion by its able young 
General Manager, Dr. Raul Prebisch. 

The most important commercial 
banking institution in Argentina is the 
Banco de la Nacion Argentina (estab- 
lished 1891) entirely owned by the 
Argentine government. Until the 
formation of the Central Bank it had a 
combination of the functions of a cen- 
tral bank and fiscal agency, and of a 
commercial bank. Today it retains 
only those of a commercial bank. Be- 
cause of its large network of branches 
(239) in almost every locality of the 
republic, its relation to agricultural 
financing is of the greatest importance. 
The Presidency of the Banco de la 
Nacion is a highly important office, and 
the present incumbent of this office, 
Dr. Jorge A. Santamarina, is a man 
long distinguished in the financial 
affairs of his country. 

The Banco de la Provincia de 
Buenos Aires, founded in 1853, is one 
of the oldest, if not the oldest, of the 
important active banking institutions 
in South America. As the name indi- 
cates, it operates principally in the im- 
portant Province of Buenos Aires, 
noted for its meat and grain produc- 
tion. The influence of the Provincial 
Government upon the bank is impor- 
tant. Particularly noteworthy is its 
close association with the cattle in- 
dustry. There are other provincial 
banks of importance which, however, 


have not been of consequence in 
foreign trade. 

The Banco de, Italia y Rio de la 
Plata, founded in 1872 by members of 
the Italian colony, is the next oldest 
and also one of the most important 
commercial institutions in Argentina. 
It has 38 branches. The Banco Nuevo 
Italiano (1887) is also generally asso- 
ciated with the Italian colony, and 
operates in the commercial field in a 
conservative way. The Banco Espanol 
del Rio de la Plata Ltda. (the successor 
of an institution established in 1886) 
was founded by Spanish interests and 
is always considered as the bank cater- 
ing to the old Spanish families. It also 
has a number of branches. This bank 
is one of the largest of the commercial 
banks, ranking in size immediately 
after the Banco de la Nacion and the 
Banco de la Provincia. The Banco 
Frances del Rio de la Plata, also 
founded in 1886, is an active institu- 
tion closely allied with the French 
colony. 

There are other banks in Argentina 
and in other countries of South Amer- 
ica which are not specifically mentioned 
in this article because they do not ful- 
fill a comparably important function in 
their respective economies. 


Banco Agricola del Paraguay, Asuncion, 
one of Paraguay’s principal local banks 


A recent statement (January, 1941) 
of the principal commercial banks in 
Buenos Aires indicates total deposits 
of well over 4,000,000,000 Pesos (the 
free Peso is at present quoted around 
24 cents), loans of over 3,000,000,000 
Pesos, and capital of more than 380,- 

See BANKS IN SOUTH AMERICA—Page 36 
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The CLEARING HOUSE of PICTURES 






FREDERICK E. HASLER 


FREDERICK E. HASLER... Mr. Hasler was 
recently elected chairman of the board of The Continental 
Bank & Trust Company, New York City, after having 
served as chairman of the bank’s executive committee 
during the past ten years. He is president of the Pan 
American Society of New York, and vice-president of the 
New York State Chamber of Commerce. 


A. M. CHAFFEE . . . Banking lost one of its out- 
standing leaders in the death on July 16 of A. M. Chaffee, 
chairman of California Bank, Los Angeles. He founded 
the American Savings Bank of Los Angeles, predecessor 
to California Bank, in 1903. In 1905 he opened the first 
branch bank in California. Under his direction, California 
Bank grew to be a 150 million dollar institution, with fifty 
banking offices. 


LINDSAY BRADFORD... Mr. Bradford, presi- 
dent of City Bank Farmers Trust Company in New York 
City, as executive vice-chairman of the United Service 
Organizations had the responsibility of organizing thou- 
sands of local committees for the successful drive to raise 
$10,765,000 for defense recreational centers. 


ERNEST F. LADD 


A. M. CHAFFEE 


FREDERICK P. CHAMP 


25 





LINDSAY BRADFORD 


ERNEST F. LADD... Another major toll in bank- 
ing’s ranks came in the death on August 3 of Mr. Ladd, 
who had been president of the Merchants National Bank 
of Mobile, Alabama, since 1915. He is credited with 
having played a leading role in the industrial upbuilding 
of Mobile. J. F. McRae, executive vice-president, has 
been named his successor. 


FREDERICK P. CHAMP... Mr. Champ, of 
Logan, Utah, is slated to become president of the 
Mortgage Bankers Association of America, at the annual 
convention to be held October 1-3 in New York City. 
He is president of the Utah Mortgage Loan Corporation 
and of the Cache Valley Banking Company, both located 
in Logan. 


BRADLEY D. NASH... Mr. Nash is the new 
Chief of the Financial Section, Office of Production 
Management, Washington, D. C., succeeding Charles S. 
Garland. He was formerly with the firm of Delafield & 
Delafield in New York City, and also served as a financial 
advisor with the Reconstruction Corporation from 1932 
to 1935. 





BRADLEY D. NASH 
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THE BOOKLET COUNTER 








New Booklets 


The Freezing of Foreign Assets 
. - - This reprint of a timely article by 
the manager of the foreign department 
of a large New York bank helps to 
throw enlightenment on a subject of 
increasing complexity and widespread 
effect on the nation’s financial institu- 
tions. The author has waded through 
the technical details and has presented 
a condensed description of the regula- 
tions and licenses directly affecting 
banks under the freezing control now 
imposed on the assets in this country 
of foreign nations. 

The article clarifies the purpose, 
scope and operation of this control, 
covering such phases as access to safe 
deposit boxes by nationals of blocked 
countries, import and export transac- 
tions with other American republics 
and the so-called “black list,” remit- 
tances to blocked countries, and the 
administration of trusts and estates in 
which nationals of blocked countries 
have an interest. 

The bank received so many requests 
for copies of the text of the article 
that it decided to print it in pam- 
phlet form for complimentary dis- 
tribution. 


A Sound Basis for Taxation... 
With John Q. Taxpayer undergoing 
a series of major operations in which 
dollars by the billions are being ex- 
tracted, it is worth reading how a 
trained accountant diagnoses the ills 
from which the patient is suffering and 
prescribes some specific remedies. In 
this pamphlet the chairman on Federal 
taxation of the American Institute of 
Accountants offers eight important 
suggestions regarding the manner in 
which taxes should be levied. 

He believes, for example, that in the 
case of income taxes there should be 
no exempt income, and no personal 
exemptions. He also maintains that 
revenue laws should be for revenue 
only, and not intermixed with social 
reform objectives. A program is sug- 
gested for reducing the present costly 
duplication of taxing units, and for 
educating the general public with 
respect to our tax laws. To assist in 
the long-run solution of taxation prob- 
lems, he urges that a national commis- 
sion be set up to co-ordinate the many 
independent studies now being made 
on the subject. 

The author avoids discussing techni- 
calities of particular laws, holding that 
the treatment of these technical fea- 
tures can be no more than a “patch- 
work proposition” until there is a 


The booklets listed here are offered 
without charge or obligation. 
Simply address requests on bank 
or company letterhead to 


The Editor, 
The Burroughs Clearing House, 
Second and Burroughs Avenues, 
Detroit, Michigan 





better understanding of the subject in 
its broader outlines. 


Facts About Commercial 
Banks and Trust Companies... 
Since the Better Business Bureaus 





. . . being distributed to the public 


throughout the country are distribut- 
ing copies of this booklet on a large 
scale to laymen, it should be of inter- 
est to bankers to know of its contents. 
The booklet goes into some detail 
regarding the many banking services 
now being offered to the public, and 
how to use them. The explanations 
are clear and simple, not presupposing 
any great amount of knowledge on the 
subject by the reader. For example, 
there is an outline of just how to go 
about opening up a commercial ac- 
count. Also suggestions on the proper 
handling of the account once it has 
been opened, and a well-worded ex- 
planation of the “why” of service 
charges. 

The booklet contains similar factual 
information on the various types of 
commercial loans, use of the bank’s 





personal loan department, renting of 
safe deposit boxes, handling of foreign 
and domestic exchange, travelers’ 
checks and letters of credit, drafts and 
acceptances, etc. There is also an 
outline of the functions of trust 
departments, and the forms of trusts 
available. 

Banks may obtain additional copies 
of this 15-page booklet at special rates 
for quantity orders, should they desire 
to make a distribution of them. Ar- 
rangements can be made for imprint- 
ing the bank’s name on the front covers. 


Still Timely 


Defense Dictionary ... A 48- 
page guide to a clearer understanding 
of defense terms, particularly with 
reference to contracts. It contains 178 
definitions of words and phrases used 
in defense contracts, based on a study 
of hundreds of such agreements. 

The dictionary was prepared espe- 
cially for distribution by banks, as a 
means of cultivating good will and 
advertising a desire to co-operate in 
extending defense loans. One bank in 
each city is given exclusive local 
distribution rights. 


Common Mistakes in Mail 
Handling ... An explanation of the 
six most common mailing mistakes 
made by firms that are using postage 
stamps in their business. Also, how 
such expensive practices can be cor- 
rected by improved methods, and a 
suggestion for making each piece of 
mail an attractive advertisement for 
the sender. This 19-page booklet is 
cartoon-illustrated, and the copy has 
been handled with a light touch that 
makes for easy reading. 


The Preservation of Business 
Records . . . New edition of an 
unusually popular booklet. It sup- 
plies answers to the following ques- 
tions: Why should business records be 
preserved? What material should be 
selected for preservation? How should 
records be preserved? When should 
preservation be undertaken? 


Inventory Financing Through 
Field Warehousing .. . In non- 
technical language this 16-page book- 
let cites the general types of business 
to which field warehousing is particu- 
larly applicable, and relates how com- 
modity loans can be used to obtain 
larger amounts of working capital at 
reasonable cost. Designed for bankers 
to show to prospective borrowers. 
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Court DEcIsIONS... 


When is principal bound by signature of a representative? . . . Responsibility of 


bank to collect on pledged collateral . . . Unauthorized oral statements of bank 


president held binding... Check payable at depositor’s death is ruled invalid 


Signature in Representative 
Capacity 


Banks discounting or otherwise deal- 
ing with negotiable notes signed by a 
person acting in a_ representative 
capacity should scrutinize such signa- 
tures closely. The principal for whom 
the signer purports to execute the note 
in the alleged representative capacity 
may or may not be bound, depending 
largely on the manner in which the 
signature is affixed to the instrument. 

A negotiable note in suit in a recent 
Georgia case was signed by a maker 
who wrote the word “Executrix” after 
her name. One of the questions raised 
in the case was whether the note thus 
signed was her personal obligation or 
the obligation of the estate of which 
she was executrix. 

“Her signature as maker,” said the 
Georgia court, “is followed by the 
word ‘executrix,’ but this does not 
have the effect of making the note an 
obligation of the estate or preventing 
it from being her individual under- 
taking.” 

The court apparently had in mind 
Section Twenty of the Uniform Nego- 
tiable Instruments Act, which says: 

“Where the instrument contains or 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


a person adds to his signature words 
indicating that he signs for or on be- 
half of a principal, or in a representa- 
tive capacity, he is not liable on the 
instrument if he was duly authorized; 
but the mere addition of words describ- 
ing him as an agent, or as filling a 
representative character, without dis- 
closing his principal, does not exempt 
him from personal liability.” 

Thus a note signed “John Jones as 
Executor of the Estate of Henry 
Smith, deceased” would ordinarily 
bind the Estate and not Jones if the 
transaction was one in which Jones 
had legal authority to act for the 
Estate. A note signed “John Jones, 
Executor” would ordinarily not be 
binding on the Estate, but would bind 
Jones personally. In such a signature, 
the word “Executor” is said to be 
“merely descriptive” of Jones. 


Section 44 of the Uniform Negoti- 
able Instruments Act further provides 
that “Where any person is under 
obligation to endorse in a representa- 
tive capacity, he may endorse in such 
terms as to negative personal liability.” 
(Higginbotham vs. Adams, 14 South- 
eastern Reporter, Second Series, 856.) 


° S e 


Statements by Bank’s President 


An Arkansas bank, suing on a bor- 
rower’s note, was confronted by a 
defense based on certain statements 
alleged to have been made by the 
bank’s president to the maker at the 
time the note was signed. The maker 
declared that he was induced to 
execute and deliver the note by the 
president’s assurance that the note 
would never be enforced against him 
personally, but that the bank would 
look solely to the collateral pledged as 
security on the note. The maker also 
claimed the bank’s president had 
written him a letter to the same effect, 
but the letter had been mislaid and 
was not produced at the trial. 

The bank contended that the in- 

See COURT DECISIONS—Page 39 
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CANADIAN BANKING 








By JAMES MONTAGNES 


Policy of Canadian Banks 
on Consumer Credit 


Consumer credit, as measured by 
personal or small loans made by 
Canadian banks, has undergone little 
change in the Dominion since the out- 
break of war, although banks are 
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assuring a knowledge of re- 
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tightening up on some classes of loans. 
This is learned from a survey made of 
Canadian banks, who report that they 
see no likelihood of governmental inter- 
ference in installment buying. 

There has been a definite curtail- 
ment by banks of loans made for the 
purchase of durable goods. This was 
emphasized by bankers interviewed. 
They also reported that retail stores 
are planning to put into effect some 
restrictions on installment purchases 
of this type of goods, through larger 
down payments and shorter credit 
periods. There is a shortage in some 
lines of durable goods due to inability 
of manufacturers to obtain sufficient 
raw materials, especially in the case of 
larger household electric appliances 
such as stoves, while automobile pro- 
duction has been cut in half and new 
models in all fields have been banned 
for the duration of the war. Neverthe- 
less neither the banks nor the reputable 
finance companies are eliminating all 
purchases of durable goods through 
loans. As one bank economist pointed 
out, a washing machine may be a very 
necessary appliance in a family where 
a number of adults are now working in 
war industries, and the refusal of a 
loan for the purchase of a washing 
machine would be a serious hardship 
on the housewife with her additional 
household duties now that her grown- 
up children are all working. Similarly 
a car may be an essential purchase for 
a workman living some distance from 
a war industry. But generally speak- 
ing loans for the purchase of durable 
goods are discouraged by the banks, 
and are granted only when absolutely 
necessary to further the war effort. 

Loans continue to be granted for 
medical, dental and hospital expenses, 
as well as for the consolidation of small 
debts, on the grounds that eliminating 
financial worries about such bills and 
making possible necessary medical 
care through loans increases the ef- 
ficiency of the worker. There has been 
a slight falling off in loans made by 
banks for the consolidation of debts, 
because of increased employment. 

Some loans are also being made for 
moving and traveling expenses to men 
going to war jobs some distance from 
their permanent places of residence. 
Families often accompany the wage 
earner in such moves, and loans are 
being granted for this purpose as being 
beneficial to the workers’ efficiency. 
There has been a considerable drop in 
loans made to single men of military 


age and liable to military service. 
Men with outstanding loans who have 
been called up or have enlisted for 
active service have been able to make 
new arrangements for the repayment 
of these personal or small loans. Some 
loans have been made to aid in financ- 
ing down payments on small homes in 
new war industry areas, although 
Canadian banks may not lend money 
on real estate nor on chattel mort- 
gages, but lend on the borrower’s 
credit rating. -.Loans have also been 
made to purchase government bonds, 
and to buy coal during the summer 
months as suggested. by the govern- 
ment in view of a possible coal or labor 
shortage during the coming winter. 

While most banks report that the 
present volume of small loans is about 
equal to that at the outbreak of war, 
a number of banks report a slight fall- 
ing off in these loans due to increasing 
employment. One bank reports that 
there is little change in the purpose 
for which loans are made. Its classi- 
fication at the beginning of the war 
showed that about 12 per cent of its 
loans were made for medical, dental 
and hospital expenses, 30 per cent for 
debt consolidation, 9 per cent for 
taxes, insurance premiums and mort- 
gage payments, 6 per cent for educa- 
tional purposes, 10 per cent for house- 
hold purchases in the durable goods 
class, and 33 per cent for clothing, coal, 
store bills and miscellaneous purposes. 
All Canadian banks have found the 
percentage of personal or small loans 
in delinquency very low, and report 
that practically all of these delin- 
quencies are now being cleaned up 
because of better employment condi- 
tions. 

‘ . « 


Bank Staffs Get War Bonus 
As Living Costs Rise 


To compensate partly for the in- 
creased cost of living, as well as for 
defense taxation and increased income 
tax, Canadian banks have issued a 
war bonus of about 5 per cent to their 
staffs, the bonus being paid half-yearly 
or quarterly. This increase is in line 
with the Canadian Government’s cost 
of living bonus plan, in which a bonus 
of 25 cents a week is to be paid by the 
employer for every percentage rise in 
the cost of living. The cost of living, 
according to June figures of the Do- 
minion Bureau of Statistics, has gone 

See CANADIAN BANKING—Page 34 
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QUADRUPLY SURE 


Bpvery banker knows that the true value of any collateral 
depends upon many things other than its liquidating value at 
the time when the loan is made. 


Thus it is quite important that money advanced on materials or 
merchandise be covered by warehouse receipts with guarantees 
sufficiently broad to cover any amount advanced. 


When those warehouse receipts are issued under the ‘Tidewater 
Method” of field warehousing you can be certain that your funds 
will be adequately protected. 


Your interests will be looked after by a financially responsible 
organization of men with long experience in every phase of public 
warehousing and a sound understanding of bank requirements. 


Whether you serve a rural community or a metropolitan area, 
you will find the services of our field men immensely helpful in 
developing new contacts and creating additional revenue for 
your bank. 


Write for “Inventory Financing through Field Warehousing”, 
which contains valuable information for your files. 


To 


and 
Credit Officers 


MULTIPLE SAFEGUARDS THAT MAKE ASSURANCE 





$100,000 POLICY 
with Fidelity Bonds, on each operation 


This provides adequate coverage for most 
operations, but, when this coverage is 
exceeded by storage value, additional 
bonds will be written. Each of the four 
essential safeguards are provided. 


1. Warehousemen’s Legal Liability 
Policy . . . $100,000. 


2. Fidelity Bonds for Custodians... 
$100,000 each. Cumulative. With rein- 
statement feature furnishing a minimum 
of $200,000 on each operation. 


3. Individual Bonds for Officers sign- 
ing our warehouse receipts. 


4. Workmen’s Compensation and Em- 
ployers’ Liability Insurance... full 
statutory limits. 


No. 1 policy and No. 2 bond are furnished 
by Continental Casualty Company, thus 
eliminating divided responsibility and 
future controversy. 





TIDEWATER FIELD WAREHOUSES, INC. 





17 STATE STREET e NEW YORK CITY Joseph E. Lowe ¢ Vice President 


76 Sunapee St., Springfield, Mass....453 Commercial St., Boston, Mass.... 1423 Genesee St., Utica, N. Y. 


Other offices at, and associated with, the Chain of Tidewater Terminals and Inland Warehouses; Boston 
Tidewater Terminal, BOSTON. Merchants Warehouse Co., BOSTON. Keystone Warehouse Co., BUFFALO. 
Bayway Terminal Corporation, ELIZABETH. Newark Tidewater Terminal, Inc.. NEWARK. Norfolk Tidewater 
Terminals, NORFOLK. Merchants Warehouse Co., PHILADELPHIA. Executive Offices, PHILADELPHIA. 


THE “TIDEWATER METHOD” OF FIELD WAREHOUSING MOVES THE WAREHOUSE TO THE GOODS 





Commercial Loan 
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The RIGHT paper 
for FORMS 


Don’t let cheap, inadequate paper 
add to the cost of handling record 
keeping and clerical work. Specify— 


WINCHESTER 
LEDGER 


50% Cotton Fibre Content 


for office, accounting and factory 
forms, loose leaf sheets, blank books, 
charts, semi-permanent records, etc. 
This moderately-priced ledger paper 
is made by Weston, specialists in 
high grade papers, expressly for hard 
working forms. It has carefully bal- 
anced qualities to speed up typed, 
machine-entered or hand-written 
paper work and to insure lasting sat- 
isfaction in spite of frequent use or 
hard handling. Your regular form 
supplier is familiar with Winchester 
Ledger and will confirm these state- 
ments. 


“It’s d WESTON 
Ledger Paper” 





KNOW MORE ABOUT PAPER 


Weston's Papers, a special publication 
packed with news, ideas and informa- 
tion about paper, will help you get 
bigger value for your money. To receive 
a copy, write: 


BYRON WESTON COMPANY 
DALTON - MASSACHUSETTS 
Dept. D 
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FINANCING BUSINESS 


(CONTINUED FROM PAGE 16) 


Reserve loan. The proceeds of the 
receivables loan permitted further 
development of new products, and 
more aggressive sales management 
methods. The consequence is that 
for 1940 the company’s volume ran 
to three times what it used to be, and 
instead of the old familiar loss of 
$50,000, it netted in 1940 a profit of 
$100,000. 

There was another manufacturer 
who got himself over-extended by 
adding a major line of products to 
supplement the volume he feared he 
might lose in his old-established line. 
What he really needed was a good 
sales manager. When he hired one, 
substantial orders immediately began 
flowing in. By displaying these orders 
to the bank, the manufacturer was 
able to get on his receivables a line of 
credit sufficient to pay off the trade 
creditors. Now the business is progress- 
ing nicely. 

These are typical cases of local co- 
operation of the local banker with his 
local businesses. This country was 
built on just such a relationship. And 
anyone who says that it can no longer 
exist under modern conditions has not 
seen at first hand, as we have seen, 
how the banker rises to the opportunity 
when he is offered a loan that gives 
him a risk that can fairly be taken with 
depositors’ money. 

Another case, almost an extreme. 
Here was a business that depended upon 
the ability of the head of the company, 
a man well along in years who had 
lost all of his personal resources during 
the depression. His company’s affairs 
became too complex for easy solution, 
and he came to us for help in working 
them out so that he could get a loan 
from his bank. 


° 
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The banker started out by saying 
he wanted to find some way to do it, 
but as yet he had been shown nothing 
he could make the loan on. However, 
to let the business go under would 
throw people out of work, would cer- 
tainly not help the general prosperity 
of the community. Finally, by com- 
bining the firm’s limited volume of 
receivables as security along with the 
president’s personal life insurance, 
which was increased to meet the bank’s 
requirements, the bank approved a 
loan of $50,000. This pulled the com- 
pany out of its acute emergency, per- 
mitted it to begin making a profit once 
again. The profit was never large, 
but the note was paid down a little 
each year. Eventually the business 
man became ill, and on his death the 
bank received its unpaid balance. This 
entire transaction extended over eight 
years, and gave employment to a sub- 
stantial force of men and women 
throughout depression times when they 
should have had great difficulty in 
finding employment elsewhere. 

What this all nets down to, as any- 
one can see, is that the banks today 
show every inclination to make any 
loan that can be presented in a light 
sufficiently attractive to permit them 
to make it in good judgment. Putting 
the applicant’s affairs into shape to 
make the loan bankable is a job that 
we regularly perform. But, just 
between ourselves, is there any good 
reason why it might not be equally 
good business for the banker to take 
the same sort of pains with his small 
business applicants when they come 
to him with superficial complications 
in their finances? In a time when the 
banks have an over-supply of loanable 
funds, it surely seems worth con- 
sidering. 
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H. W. KOENEKE 


(CONTINUED FROM PAGE 13) 


need for banks to take care of the 
legitimate credit needs of the com- 
munity, and his own bank’s record 
attests that he puts this preachment 
into practice, he nevertheless does not 
believe it is good banking or helpful 
to the community to adopt a loose 
lending policy. 

“In this age of easy money, low rate 
of interest and government lending, it 
is too easy to ‘let down the bars’ and 
make unsound loans, and wake up with 
a depletion of surplus and reserves,” 
he has warned fellow bankers. “Let 
us not be lulled to sleep by large 
reserves and high deposits, but con- 
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tinue to make our credit extensions 
along sound lines. This may be old- 
fashioned, but the voice of experience 
tells us it is a safe policy to pursue. 
Liquidity is still a virtue for a com- 
mercial bank.” 

Ponca City, a community of about 
20,000 population, is noted primarily 
as an oil town, but in recent years 
agriculture has become of increasing 
importance to it. Recognizing this 
trend, The Security Bank has been 
active in promoting farm progress. 
Assistant Cashier S. B. Crawford 
specializes in farm activities and much 
of his time is spent in the rural terri- 
tory. The bank has helped young 
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The first overseas unit of any American 
national bank— National City’s Buenos 


Aires branch (founded 1914) 


THE 


“PARA AYUDARLE 


EX SUS NEGOCIOS 


| ome these five words mean something helpful to 
< ; American business is a job this bank has been doing 


for 27 years. 

In Spanish they say, ““To help you transact business” — 
and that’s the object of National City’s widespread Latin- 
American organization. 

National City was the first American national bank to 
enter this field. Since 1914 we’ve built up a knowledge of 
Latin-American relationships that is proving to be of in- 
creasing value to business here. 

Differences in customs, in banking and exchange regu- 
lations are only a few of the problems business faces. To 
help you, we put at your disposal the experience of more 
than a quarter of a century, and an organization com- 
prising 41 branches throughout South and Central America 
and the Caribbean. 

This knowledge and experience is at the disposal of 
' American banks through our Head Office in New York, 

or through Correspondent Banks from coast to coast. In 
addition, a group of officials at our Head Office is ex- 
clusively engaged in Latin-American relationships and is 
in daily contact with our branches there. 

Through these men, these branches and this accumu- 
lated experience, we try to put extra meaning into those 
five words that say: 


* «TO HELP YOU TRANSACT BUSINESS” 


NATIONAL CITY BANK OF NEW YORK 


HEAD OFFICE: 55 WALL STREET 





ARGENTINA Canat ZonE 
Buenos Aires Balboa 
(Sub-branches) Cristobal 
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Rosario Santiago 
Valparaiso 
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Rio de Janeiro COLOMBIA 
Pernambuco Bogota 
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Sao Paulo Barranquilla 
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Member Federal Deposit Insurance Corporation 
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Future Farmers of America to pur- 
chase high-grade calves by extending 
credit at a low rate of interest, and 
Mr. Koeneke is extremely proud of the 
local chapter which won highest na- 
tional honors at the FFA convention 
at Kansas City last fall. Speaking 
to Oklahoma bankers last year Mr. 
Koeneke declared: ‘“‘We must interest 
ourselves in a program of soil conserva- 
tion through diversified and scientific 
farming. The age of making a factory 
out of a farm is past, and we should 
encourage the thought that every 
farm should be a home and made to 
produce a bountiful living. The nation 
is still primarily agricultural, and a 
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sound foundation for national recovery 
should begin in rural communities.” 


F.MPHASIS on the community 

can be discerned in The Security 
Bank’s investment program, as well as 
in its loans. Thus the June 30 state- 
ment shows an investment of $927,- 
266.13 in Oklahoma municipal bonds, 
compared to holdings of $312,600 in 
United States Government securities. 
While acknowledging that it is not 
possible to lay down a rigid formula 
for all banks, Mr. Koeneke thinks that 
forthe average bank it is advisable to 
have at least 50 per cent of the bond 
account in maturities not exceeding 
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five years, with another 25 per cent to 
mature in from seven to ten years. 

The entire internal structure of the 
bank follows Mr. Koeneke’s views 
regarding decentralization of control, 
and the development of self-reliance 
through localized responsibility. The 
Security Bank is definitely not a 
“one-man” institution, with all deci- 
sions and all authority emanating 
from one source. On the contrary, 
individual initiative is encouraged. 
An officers’ meeting is held every 
morning before business hours, at 
which loan applications and renewals 
come in for group discussion, and any 
other matters pertaining to the bank 
can be taken up. Likewise, the bank’s 
staff regularly holds dinner meetings, 
round-table style, at which lively 
discussions are the rule and suggestions 
are welcomed. Although these staff 
meetings are entirely voluntary, they 
are invariably attended by virtually 
all of the bank’s thirty employees. 

“We are also fortunate in having an 
unusually active and interested board 
of directors,” Mr. Koeneke has re- 
marked. Perhaps this is partly due 
to the fact that particular pains are 
taken to prepare more than ordinarily 
complete reports for the directors, 
enabling them to keep well informed 
on all the various phases of the bank’s 
operation. 

Not only as a banker but also in his 
outside activities, Mr. Koeneke carries 
out his belief that the real soul of the 
nation is to be found in its community 
life. Thus he gives liberally of his 
time to constructive civic organizations 
and projects. He is a member of the 
Ponca City Rotary Club, director of 
the Ponca City Chamber of Com- 
merce, chairman of its program com- 
mittee, and a member of the executive 
committee of the Community Chest 
Fund of Ponca City, having previously 
served as chairman. 

So much for Mr. Koeneke the bank 
and the civic leader. What about Mr. 
Koeneke, the individual? 

Lest the foregoing outline of Mr. 
Koeneke’s banking philosophy may 
have created the impression that he is 
an ultra-serious individual, perhaps it 
should be stated that this fine-looking 
six-footer is genial, friendly, easily 
approachable. He enthusiastically ad- 
mits that he likes people. He has a 
wide circle of banker friends and 
acquaintances, and frankly is looking 
ahead in anticipation of making many 
more as his A. B. A. duties take him 
to all parts of the country during the 
coming year. 

He is of the substantial, conserva- 
tive type in whom one instinctively 
places confidence. You have the feel- 
ing that he has both feet solidly on the 
ground. He is a good business man in 
his own right, from all reports, and his 
cattle holdings which are more or less 
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TROUBLED WATERS lie beyond the quiet horizon 
of every business venture. The hazards of in- 
dustry make peculiar warfare that is never de- 
clared, never expected. Weapons like employee 


dishonesty, burglary, forgery and liability engage 


AMERICAN SURETY COMPANY 
HOME OFFICES: 100 BROADWAY, NEW YORK 


C-4 


assets in deadly combat. But like ships with sealed 
orders, insurance policies and bonds of American 
Surety and New York Casualty Companies 
safeguard assets for insured owners. In this way 


clients lose their loss to these strong companies, 


NEW YORK CASUALTY COMPANY 
Both Companies write FIDELITY » SURETY » CASUALTY 
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a hobby promise to be handsomely 
remunerative as well. 

That his ability to figure out per- 
centages carries over to a friendly game 
of poker is also attested by his friends, 
who have warned against the financial 
hazards of sitting in with him. He is 
also fond of outdoor sports such as 
horseback riding, golf and fishing. 
Harry A. Bryant, president of the 
Parsons Commercial Bank in Parsons, 
Kansas, and also president of the 
A. B. A. State Bank Division, relates 
of Mr. Koeneke that “‘whenever he 
plays golf he always wishes he had 
gone fishing, and while fishing he 
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always feels sure he is a good golf 
player.”” As a general rule, however, 
we think Mr. Koeneke is a person who 
knows his own mind. 

Mr. Koeneke has a long record of 
activity in the American Bankers 
Association. These activities have 
covered nearly a decade of service to 
the A. B. A., beginning with member- 
ship on the Committee on State Bank- 
ing Departments of the State Bank 
Division. He subsequently became a 
member of the Division’s Executive 
Committee, chairman of that com- 
mittee, vice-president of the division, 
and the division’s president. At the 









Realizing the value and importance of 
modern, efficient farm tools, bankers have 
been a potent force in the promotion of 
prosperity of rural communities. In offer- 
ing a helping hand to deserving farmers 
who lack the ready cash for buying needed 
tools and power, bankers have helped 
those farmers to become better customers 
for all business places in the community. 

This year bankers and MM dealers will 
again be cooperating to bring more MM 
tractors and machines to deserving farm- 
ers in their communities. In doing so, 
they'll be performing a service not only to 
the farmers themselves but to the com- 
munity as a whole, and indirectly the 
whole nation. 
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Above: Universal “‘Z” 2-4 row 2-3 plow trac- 
tor and Harvestor ‘‘69’’—one man operation. 
The Mighty Masters of all Crops. 









Above: The Harvestor 12 foot — original light 
weight, big capacity combine for all crops — 
world’s largest seller in that size. 





MM Tractors and machines will this year bring to 
more farmers new dependability in performance 
and new economy in operation. 





Below: “J” Harvestor — offered in 6 and 8 foot 
sizes —— one or two man operation. 
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Association’s Annual Convention in 
Seattle in 1939, he was elected second 
vice-president of the A. B. A., became 
vice-president in 1940, and comes into 
the presidency this year with a back- 
ground of experience that will enable 
him to preside over the association’s 
affairs with a full understanding of the 
needs of chartered banking and the 
ways and means by which these needs 
can be met through organized co- 
operation. 


AS president of the American 

Bankers Association, Mr. Koeneke 
will have a close understanding of the 
problems confronting a great majority 
of the member banks, through his long 
experience as a country banker. While 
nothing very definite in the way of a 
future association program has yet 
been formulated, it is expected that 
the trend toward smaller, localized 
meetings—held for the purpose of 
open discussion of a single topic of 
immediate concern—will become an 
expanded part of the A. B. A. plans for 
the coming year. These clinical ses- 
sions will bring virtually to the door- 
steps of participating banks an oppor- 
tunity for obtaining practical assist- 
ance on problems most vital to the 
local area. This, too, fits in most 
logically with Mr. Koeneke’s views on 
the importance of building a strong 
banking structure through strengthen- 
ing the local units. The expanded 
departmental facilities of the A. B. A., 
by making available expert and au- 
thoritative leadership, will help to 
make such a series of clinical meetings 
feasible. 

The basic program of President 
Robert M. Hanes centered around the 
theme, ““Know Your Bank,” Presi- 
dent P. D. Houston has stressed, 
“Know Your Community.” Mr. 
Koeneke feels that in the coming 
months it is vitally urgent that banks 
learn specifically how they can best 
put such knowledge into practice 
under present conditions, and he be- 
lieves that the proposed new series of 
“‘brass tack” meetings will help greatly 
toward that end. 
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CANADIAN 
BANKING 


(CONTINUED FROM PAGE 28) 


up nearly 10 per cent over the average 
of the years 1935-39. In addition, 
bank employees are paying a 5 or 7 
per cent defense tax depending on 
whether married or single, an unem- 
ployment insurance tax, and an income 
tax starting at 15 per cent on 1941 
incomes over $750 for single per- 
sons and $1,500 for married persons. 
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They also buy monthly war saving 
certificates and make monthly pay- 
ments on war loan bonds. 
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Report Shows Rapid Growth 
of Credit Unions 


There are now more than 1,100 
credit unions operating in Canada with 
a membership of close to 200,000 and a 
total asset valuation in excess of 
$22,000,000, according to a report 
issued this summer by the Economics 
Division of the Department of Agri- 
culture, Ottawa. 

The development of credit unions in 
Canada may be divided into two 
periods. The first period covers the 
years of pioneer work by Alphonse 
Desjardins and up to 1932. Desjardins 
formed the first credit union in North 
America in 1900 at Notre Dame de 
Levis, near Quebec City. The develop- 
ment of the study club program in the 
Maritime Provinces and the forma- 
tion of the Quebec La Federation des 
Caisses Populaires Desjardins mark 
the beginning of the second period. 
The greatest number of credit unions 
operating in any one year during the 
first period did not exceed 200 and 
activity was chiefly confined to Quebec. 
At the end of 1940 there were more 
than 1,100 credit unions chartered 
throughout Canada, and each of the 
nine provinces had provided legisla- 
tion governing the establishment and 
operation of credit unions. Canadian 
development has been general and 
credit unions have been organized at a 
fairly rapid rate since 1936. British 
Columbia was the last province to 
incorporate credit unions, the first one 
being chartered only two years ago. 

More than $100,000,000 has been 
loaned for “provident and productive” 
purposes to the members of the various 
Canadian credit unions since their 
inception. Total yearly loans now 
approximate $9,000,000, are made 
largely for the consolidation of debts, 
financing medical and dental care, 
home improvements, general house- 
hold needs, harvest expenditures, edu- 
cational programs, purchase of auto- 
mobiles, live stock, and general farm 
supplies. The majority of the loans 
are not over $100, and repayment is 
encouraged within a year. Systematic 
repayment is the important feature 
and it is usually considered that the 
repayment of the loan should not 
interfere with the program of thrift 
encouraged by installment payments 
on shares or to deposit accounts. In 
Quebec province it is estimated that 
less than one-twentieth of 1 per cent 
of total loans have been written off as 
uncollectible during the forty years of 
experience in that province. Other 
provinces with fewer years of operating 
experience show excellent records in 
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o°¢ Signs of a good bank 


One shows a bank’s interest in its community; 
the other shows a bank’s interest in its mail. Both 
indicate a progressive bank. 

Bank management takes the Postage Meter 
for granted these days. A Meter is the best means 
of protecting postage, stopping waste, theft or mis- 
use of postage—because postage in a Postage Meter 
can’t be used except on the bank’s mail. It makes 
postage accounting a reality . . . The Meter prints 
postage directly on the envelope, as needed, in any 
value needed, for any kind of mail; prints postmark 
and your advertisement directly on the envelope, 
and seals the flap... handles bulky parcels . . . is 
faster than licking and sticking stamps and manual 
mailing . . . is good business for any bank, saving 
time, effort, and invariably postage. 


METERED mail moves faster in the postoffice, 
too; doesn’t stop for cancelling or postmarking, can 
make earlier trains; can’t shed stamps in transit 
and arrive with postage due, looks neater on arrival 
... Get a demonstration on your own mail. Ask our 
nearest office—soon! 


Branches in principal cities. Consult your telephone directory 
In Canada: Canadian Postage Meters ez Machines Co., Ltd. 


PITNEY-BOWES POSTAGE METER CO. 
1531 Pacific St., Stamford, Conn. 
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the matter of bad debts, and several 
have yet to report a loss through an 
unrecoverable loan. 

In recent years with a growing num- 
ber of small groups located in widely 
separated parts of each province, 
federations on provincial and regional 
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basis have been. formed. In Quebec 
the regional federations act as central 
banks for the member unions. In 
Nova Scotia the provincial league acts 
as the central bank. In all provinces, 
the federations are developing or 
studying a system whereby the idle 
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funds of one credit union may be used 
for “provident or productive” purposes 
by another credit union or co-operative 
association. Since 1939 these Canadian 
federations have joined the Credit 
Union National Association of the 
United States. 


BANKS IN SOUTH AMERICA 


(CONTINUED FROM PAGE 24) 


000,000 Pesos. In speaking of the 
banking situation in Buenos Aires, 
bear in mind that the Central Bank 
exercises a very complete control over 
the banking situation as to policies and 
practices of the individual banks, not 
only in regard to the foreign transac- 
tions but also in connection with their 
domestic business. A system of bank 
examinations similar to that practiced 
in this country at present is in the 
process of being introduced. An inter- 
change of several employees of the 
Central Bank with some of those of the 
Federal Reserve Bank in New York is 
contemplated to give these institutions 
a better knowledge of their respective 
systems and practices. 

The role of the foreign banks in 


Buenos Aires has been one of consid- 
erable importance. The Bank of 
London & South America represents a 
combination of all the English banks 
which operated in Latin America over 
the years. The first of its predecessors 
was founded in Buenos Aires in 1862. 
Today it occupies fourth place in de- 
posits and third place in capital among 
the banks in Buenos Aires. Its build- 
ing is located in the very center of the 
financial section of the city, and is most 
impressive, and its clientele is among 
the finest. This is natural because of 
the close financial and commercial re- 
lations which have existed between 
Argentina and Great Britain for so 
many years. 

Next in importance among the 
foreign banks is the First National 
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— Just test this sentence for 
a month, when you have 
opened a new account and are 
about to supply your customer 
with his first check book: 


“Did you ever think 
of having your 
own name printed on 
your checks?’’ 


—Then show him this little 
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—an attractive gold stamped 
leather cover—with 200 
checks on National Safety 
Paper, imprinted with his 
name —all for $1.25. Seven 
out of ten will buy it. 
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Bank of Boston in Buenos Aires, which 
in the last quarter century has built up 
an enviable reputation and an excellent 
business in Argentina. The National 
City Bank of New York, established in 
Buenos Aires since 1914, has also built 
up a substantial organization, as it has 
in so many other countries of South 
America, and now ranks seventh in size 
among the banks operating in that 
city. The Royal Bank of Canada, 
while of British nationality, is consid- 
ered more as a North American bank, 
and also has made an impressive place 
for itself there, as well as elsewhere in 
Latin America. 

In addition to these, there are two 
German, one French and Italian, one 
Dutch and one Belgian bank, each 
transacting a vital businessin its sphere. 


OVER the years substantial private 
banking firms have developed in 
Argentina. They have become vital 
factors in the flotation of government 
securities as well as in industrial de- 
velopment of the country. Among the 
most significant of these are the Bem- 
berg group, owners of the well known 
Quilmes brewery. Their interests em- 
brace numerous investments of great 
variety not only in South America but 
in Europe and North America as well. 
The Bunge & Born concern also, which 
grew out of a grain export business, has 
an important financial department, in 
addition to its far flung investments in 
industry. The Dreyfus concern, well- 
known French grain house, also par- 
ticipates to a considerable extent in 
financial activities. The Barings of 
London and the Morgans of New York 
are represented by Roberts Meynell & 
Co., an influential group with British 
background. Bracht & Cia. also be- 
long to the substantial financial houses. 
Ernesto Tornquist & Cia. Ltda., the 
oldest private bankers in Argentina, 
dating back to 1830, own some of 
the important Argentine industries. 
The Belgian Sofina group control large 
electric enterprises and are also in close 
touch with the financial affairs. 
Neighboring Paraguay has had a 
comparatively limited development of 
banking functions. Banco de la Re- 
publica del Paraguay was founded in 
1936 and is gradually assuming the 
functions of a Central Bank. Banco 
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Agricola del Paraguay is the other 
principal native bank. In addition to 
the old established foreign banks 
operating in that country, namely the 
Bank of London & South America and 
the Banco Germanico, the Banco de 
la Nacion Argentina has _ recently 
opened a branch to facilitate the trade 
between the neighboring countries. 

Brazil is the largest of the South 
American countries that has not yet 
established a Central Bank. Such a 
project has been up for consideration 
for some time but legislation has not 
been enacted to put it into effect. The 
Banco do Brasil, established in 1906, 
headed by the genial Dr. Joao Marques 
dos Reis and ably seconded by the 
Chief Manager in Rio, Jose Vieira 
Machado, is not only the largest com- 
mercial bank of the country, with a 
network of 93 strategically located 
branches, but has also fulfilled many 
functions of a Central Bank. In the 
issuance of notes, the Banco do Brasil 
functions as an agent of the Treasury. 
It also acts as fiscal representative of 
the government, and has a Rediscount 
Department available to the other 
banks. The government owns the 
majority of the shares. The Banco do 
Brasil is undoubtedly the most impor- 
tant factor in the financial life of the 
country and in its foreign trade, espe- 
cially since it controls foreign exchange. 
At times it has had a complete mo- 
nopoly of all exchange transactions. 
Present regulations require 30 per cent 
of all export exchange to be sold to the 
Banco do Brasil at a fixed rate, and the 
exchange thus accruing is used princi- 
pally for the Banco do Brasil’s own 
purposes or for government require- 
ments. Either the Exchange Director 
of the Banco do Brasil, Dr. Francisco 
Alves dos Santos Filho, or his repre- 
sentatives have to approve all exchange 
purchases, whether they be for pay- 
ment of imports, remittance of profits 
or dividends, or interest accruing to 
foreigners from their Brazilian invest- 
ments, or for Brazilians traveling 
abroad. 

Sao Paulo, as the industrial center of 
Brazilian life, has some of the largest 
and most powerful banking institutions 
of the country, such as the Banco Com- 
mercial do Estado de Sao Paulo, estab- 
lished in 1912, managed by Dr. Jose 
Maria Whitaker, a Brazilian of Scotch 
origin. The Banco do Commercio e 
Industria de Sao Paulo, established in 
1889, is managed by a well-known 
Brazilian financier, Senhor Numa de 
Oliveira. The Banco do Estado de 
Sao Paulo, fiscal agent of the State of 
Sao Paulo, is one of Brazil’s most im- 
portant banks; it does a large business 
among the coffee growers. The Banco 
de Sao Paulo and the Banco Noroeste 
do Estado de Sao Paulo, the latter 
established in 1924, and now managed 
by members of the prominent Brazilian 


private banking firm of Murray Simon- 
sen & Cia. in partnership with British 
bankers (Lazards), are two other 
important banks. 


These banks have branches in the 


more important sections of the State of 
Sao Paulo, and of course in the Sao 
Paulo port of Santos, and most of them 
also in Rio de Janeiro as well. They 
are prominent in the financing of coffee 
growing and exceedingly active in the 
increasing industrialization of this ter- 
ritory as well. 


IN Rio de Janeiro, the well-known 
Guinle family, which owns the docks 
in Santos, in 1924 established the 
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Banco Boavista. In 1918 the Portu- 
guese colony established the Banco 
Portugues do Brasil, of which Ernesto 
G. Fontes, owner of one of the great 
fortunes in Brazil, recently became the 
head. The Banco do Commercio also 
occupies an important position locally. 
In the south of Brazil, in the productive 
state of Rio Grande do Sul, there is the 
Banco da Provincia do Rio Grande do 
Sul, which was formerly headed by the 
present Finance Minister of Brazil, Dr. 
Arturo de Souza Costa. In the impor- 
tant mining state of Minas Geraes, the 
Banco Comercio e Industria de Minas 
Geraes, and the Banco Hypothecario e 
Agricola do Estado de Minas Geraes, 











“Always Ready E 


‘«...The Navy is always ready”’ 
Secretary of the Navy Franx Knox 
May 7, 1941 


Ou: First Line of Defense—The Navy—in ever increasing strength stands 
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occupy commanding positions. These 
banks also have branches in Rio. There 
are no banks comparable to these in 
the tropical North, but local banking 
institutions have developed in all the 
more important centers, along with the 
branches of the Banco do Brasil, and 
are rendering a highly useful service to 
the respective communities. 
Newspapers frequently refer to the 
“nationalization” of banks in Brazil. 
The constitution of Brazil provides 
that banks of deposit shall be owned 
entirely by individuals of Brazilian 
nationality, and a decree signed by 
President Vargas on April 10, 1941, 
provides that all foreign banks must 
cease operations in Brazil by June 30, 
1946. Agitation that foreign banks be 
required to maintain capital assets in 
Brazil in proportion to their deposits, 
and that gradually the ownership of 
such branches be transferred also to 
Brazilian nationals, has been going on 
for some time and the decree above 
mentioned is the outcome. It may be 
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that certain exceptions will be made, 
as the foreign banks have been useful 
in the development of Brazilian econ- 
omy, and their definite exclusion will 
surely prove to be a mistake. In other 
countries, the development of sound 
domestic banks has not been hindered 
by their presence. In the meantime, 
branches of foreign banks have con- 
tinued to flourish and to play a cred- 
itable part in Brazilian economy. All 
these, the National City Bank of New 
York, the Bank of London and South 
America, the Royal Bank of Canada, 
as well as the German, Dutch, Portu- 
guese, French and Italian, and Italo- 
Belgian institutions, occupy important 
places in their respective spheres. 
Brazilian bank employees have a six 
hour day, and recent legislation also 
protects their tenure of employment. 
In Rio de Janeiro and Sao Paulo, as 
well as in all other South American 
centers except Buenos Aires, banks 
close down completely at midday for 
two hours, all the employees thereby 
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having an opportunity to go home for 
luncheon. Public banking hours vary 
but in many cities hours from 10-12 
and 2-4 are usual. The practice of pay- 
ing by check is far less widespread in 
South American countries than in the 
United States, and therefore visits to 
banks for cash withdrawals and de- 
posits are much more frequent, and the 
need for tellers’ windows and public 
banking space much greater. Beauti- 
ful, spacious, and imposing buildings 
are frequently seen in most if not all 
of the South American countries. 
During the busy banking hours, the 
lobbies of the bank are always full of 
customers. Loans, especially those 
not secured by collateral, take the 
form of overdrafts in current account 
far more frequently than is the practice 
in the United States. In this the 
European practice is being followed. 
Loans against commodities and securi- 
ties are handled in very much the 
same way as in the United States. 
Discounts of promissory notes and 
trade acceptances are also common. In 
Brazil, a special practice of discounting 
duplicate invoices accepted by the 
buyers has grown up as the current 
method of financing commerce. Pro- 
test of commercial paper is a very 
serious matter to the credit standing of 
any merchant. 


JN Uruguay, the Banco de la Re- 

publica-Oriental del Uruguay per- 
forms official functions similar to those 
rendered by the Banco do Brasil. The 
stock of the bank is entirely owned by 
the Uruguayan government. Its build- 
ing is one of the most imposing bank 
buildings in the world and its manage- 
ment, headed by Dr. Paul Daneri, is 
very able. It has a complete monopoly 
of foreign exchange, administered most 
capably by Fermin Silveira Zorzi, and 
while there are other important bank- 
ing institutions, such as the Banco 
Comercial, the Banco de Credito, and 
the Banco Popular, Banco de la Re- 
publica dominates the financial scene. 
The usual aggregation of foreign banks 
also play substantial roles in their 
respective spheres. 

The Uruguayan government owns a 
mortgage bank, Banco Hipotecario del 
Uruguay, and an insurance bank, 
Banco de Seguros del Estado. Banco 
Hipotecario operates a savings de- 
partment but also raises funds through 
the issuance of bonds, with the service 
of interest and amortization backed 
by the government. These bonds are 
issued in series of approximately 30 
million pesos each, bearing interest 
at the rate of 5 per cent annually, 
payable every three months. In addi- 
tion to usual mortgage lending func- 
tions, the bank has helped to finance 
special colonization projects, develop- 
ment of sea resort zones for tourists, 
etc., for which loans up to 85 per cent 
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are made. As in the United States, 
the crisis of 1929 also created a dif- 
ficult situation for mortgages in Uru- 
guay. Finally a law decreed in 1933 
granted a moratorium of five years. 
In 1937, mortgage bonds were con- 
verted to 5 per cent interest rate, this 
decrease facilitating the resumption of 
amortization payments. 

Banco de Seguros del Estado, the 
government insurance bank, has cer- 
tain exclusive advantages: for example, 
all accident insurance is placed with 
this institution. A feature of the ex- 
tremely modern new quarters of the 
bank is the wide floating floors sup- 
ported by a unique twisted beam con- 
struction on the outer edge, which does 
away with all pillars and permits a 
completely unobstructed view. 

Argentina, Brazil and Uruguay are 
the principal countries of South Amer- 
ica wherein industry has developed to 
a considerable degree along with agri- 
culture. Argentina has developed an 
important production of textiles, chem- 
icals, automobiles, and other industries 
typical of an intermediate stage of 
industrial development. At the same 
time its export trade, which is its life- 
blood, remains solely agricultural. 
Cereals, meats, linseed, wool, hides. 
and cotton remain the principal articles 
of export. Uruguay exports principally 
wool, meats and hides, while in Brazil 
the primary products shipped abroad 
include coffee, cotton, cocoa, hides, 
vegetable oils. In the industrial de- 
velopment of Brazil, one of the out- 
standing examples is the Matarazzo 
concern, started a half-century ago by 
an Italian immigrant, now comprising 
textile, ceramic, metal, chemical manu- 
facturing, breweries, and other indus- 
tries. Many other industries are 
developing, including numerous branch 
factories of American concerns. 

Banks in the other South American 
countries, and the effect of the present 
world crisis upon South American 
banking, will be discussed in the Octo- 
ber issue of The Burroughs Clearing 
House. 
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COURT 
DECISIONS 


(CONTINUED FROM PAGE 27) 


troduction of testimony as to the 
alleged promises made by the bank 
president was in effect an attempt to 
vary the terms of a written instrument 
by oral evidence and hence contrary 
to the so-called parol evidence rule. 
It was also urged that if the president 
had made such promises as claimed by 
the maker, he had no authority to bind 
the bank in such a manner without 
the authorization of the board of 
directors. 


While conceding that, generally 
speaking, oral evidence cannot be 
introduced to vary or contradict the 
terms of a written instrument, the 
Arkansas court pointed out that this 
rule of law does not apply where fraud 
is involved. 

“The rule of evidence,” said the 
court, “forbidding the addition, altera- 
tion or contradiction of a written 
instrument by oral testimony of ante- 
cedent and contemporaneous negoti- 
ations does not apply where there is 
an issue of fraud in the procurement of 
the writing.” 
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Further emphasizing the element of 
fraud, the court continued: 

““A contract induced by the fraud 
or misrepresentation of an agent while 
acting within the real or apparent 
scope of his authority cannot be en- 
forced by the principal against the 
party misled, even though the principal 
did not authorize the agent to act 
fraudulently or to misrepresent.” 

Meaning that the bank is bound by 
the president’s alleged “fraudulent” 
statements, even though they were in 
fact unauthorized. The court refused 
to permit the bank to enforce the note 
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against the maker. (Hamburg Bank 
vs. Jones, 151 Southwestern Reporter, 
Second Series, 990.) 


+ * Sf 


Pledgee Bank Must Act 


A bank may lose its right to enforce 
a borrower’s note or otherwise proceed 
against him for his debt if the bank 
has not acted with due diligence to 
collect a note pledged as collateral on 
the borrower’s note. Such was the 
conclusion reached in a recent case by 
the Court of Appeals of Kentucky. 
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There a bank brought suit to recover 
the money owing by a borrower on his 
note. As collateral on his note the 
borrower had pledged the note of a 
third party. The amount of the 
pledged note was equal to the unpaid 
balance on the borrower’s note. The 
borrower contended that if the bank 
had acted with ordinary diligence, the 
pledged note could have been collected 
in full and sufficient funds realized to 
pay his own debt to the bank. Since 
the bank had been negligent in failing 
to collect the pledged note when it 
could have been collected, according 
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to the borrower’s view, the borrower 
was relieved of liability on his own note. 

A rather unusual defense, but sound 
enough to meet with the Kentucky 
court’s approval! 

It was admitted that the maker of 
the pledged note was financially em- 
barrassed over a considerable period of 
time, but continued in business and 
paid in full another creditor who 
pressed a rather large claim. ‘“In- 
solvency, although an important fac- 
lor,” remarked the court, “is not 
conclusive of an inability to collect, 
for the reason that the maker may 
pay this particular debt, although he 
is unable to pay all his debts.” 

The bank, however, did not sue on 
the pledged note during the period 
when suit could have been brought 
with some hope of success, as the court 
thought. 

Finally, the maker of the pledged 
note went into bankruptcy, as a result 
of which his creditors realized 19 per 
cent of their claims. No claim on the 
pledged note was filed in the bank- 
ruptcy proceedings, so that this oppor- 
tunity to collect at least 19 per cent of 
the money was lost. 

The responsibility of the bank with 
respect to a note pledged as collateral 
by a borrower was explained by the 
court thus: 

‘“‘Where a party receives a note as 
collateral security, he must use ordi- 
nary diligence to collect it, and, if loss 
should occur to the debtor by reason 
of the pledgee’s failure to do so, he, 
the pledgee, is liable to the debtor for 
the loss. This rests upon an implied 
contract that the pledgee (bank) will 
observe good faith and diligence in 
respect to its collection. If the bank 
is guilty of unreasonable delay resulting 
in damages to the pledgor-borrower, 
the bank makes the paper its own and 
must account to the debtor on the 
principal debt for the sum which he 
could have made by pursuing the 
maker of the pledged collateral note 
with ordinary diligence.” 

Ruling that the debtor’s note could 
not be enforced against him in these 
circumstances, the Kentucky court 
said: 

“The representatives of the bank 
did not act in good faith, legally speak- 
ing, with its debtor, and did not 
exercise ordinary diligence to collect 
the collateral security, which negli- 
gence resulted in its loss in an amount 
equal to the debt.”” (Erlanger Citizens 
Bank vs. Williams, 151 Southwestern 
Reporter, Second Series, 381.) 
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Check Payable at Death? 


A check drawn on a North Carolina 
bank read: 

“Pay to the order of Mary Smith at 
my death Two thousand dollars out 
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of my estate, payable $500 at each 
payment till all has been paid.” 

This curious “check” was signed by 
a depositor. At the death of the de- 
positor the payee of the check sued 
his estate for the money, alleging that 
the check was a “written agreement” 
to pay. 

But the North Carolina court re- 
fused to uphold it either as an agree- 
ment or as a check. 

“It cannot be construed as a valid 
contract to pay,” said the court, “‘be- 
cause it is in the form of a check pay- 
able upon the death of the drawer. 
It became deprived of its legal efficacy 
at the death of the drawer, as the death 
of the drawer before presentation of 
the check for payment revoked any 
authority of the bank to make pay- 
ment to the payee; and the check by 
its terms never had any validity as 
long as the drawer lived.” 

An odd case, but a reminder of the 
importance of the bank’s keeping 
“posted” on deaths among its deposi- 
tors. Death of a depositor ordinarily 
“freezes” his account, which becomes 
part of his estate. (Graham vs. Hoke, 
14 Southeastern Reporter, Second 
Series, 790.) 
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‘‘Notice’”’ of Infirmity 


Perhaps the most troublesome condi- 
tion necessary under the Uniform 
Negotiable Instruments Act to consti- 
tute a bank a holder in due course of a 
negotiable note is the requirement that 
at the time the instrument was 
negotiated to it the bank “had no 
notice of any infirmity in the instru- 
ment or defect in the title of the person 
negotiating it.” 

Section 56 of the Uniform Negotiable 
Instruments Act provides that such 
‘“‘notice” may be either actual knowl- 
edge of the infirmity or defect or 
“knowledge of such facts that the 
holder’s action in taking the instru- 
ment amounted to bad faith.” 

Explaining what that guilty knowl- 
edge is, the Superior Court of Penn- 
sylvania recently said: 

‘‘Mere suspicion or knowledge of 
facts sufficient to put a prudent man 
on inquiry, without actual knowledge, 
does not prevent a transferee from 
becoming a bona fide holder, unless the 
failure to inquire amounts to bad 
faith. Suspicious circumstances are 
not enough unless bad faith can be 
inferred from them.” (In re Strouds- 
burg Security Trust Company, 20 
Atlantic Reporter, Second Series, 890.) 
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Depositor’s Negligence 


While a bank is ordinarily liable for 
paying out on forged endorsements of 





the payee’s signature on a depositor’s 
checks, the loss may fall on the deposi- 
tor if the depositor’s own negligence 
has made the fraud possible. It 
turned out that way in a recent New 
York case. 

There a corporate depositor sued its 
depository bank for the amount repre- 
sented by a series of the corporation’s 
checks on which the payees’ endorse- 
ments were forged. 

A subordinate official of the cor- 
poration had obtained the checks, 
executed by the proper officers, and 
had forged the endorsements of the 
payees and appropriated the proceeds. 


4\ 


“It was admitted by the plaintiff 
corporation.”’ said the New York court, 
“that prior to the issuance of the 
checks in suit, this same official had 
caused the corporation to issue 34 other 
checks aggregating over $33,000 in 
connection with transactions which 
admittedly never took place. Direct 
notice that this official was engaged 
in irregular transactions was given to 
the corporation’s treasurer by a cus- 
tomer. Had the corporation paid 
attention to this direct warning and 
made any investigation, the irregular 
character of many of the transactions 
would have at once been apparent. It 
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did nothing and the further irregulari- 
ties represented by the checks in suit 
became possible.” 

In these circumstances the court 
agreed with the trial jury that the 
depositor’s negligence had contributed 
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to the fraud and refused to require tHe 
bank to make good the amount of the 
checks paid out on forged endorse- 
ments. (Fitzgibbons vs. National City 
Bank, 28 New York Supplement, 
Second Series, 314.) 
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Stolen Checks 


It was the practice of the manager 
of a business to sign a series of checks 
in blank and turn them over to the 
bookkeeper to be used during the day. 
The bookkeeper would fill in the date, 
the amount, and the name of the payee 
in each case. An employee of the 
business whose duties had nothing to 
do with the checks gained access to the 
bookkeeper’s office after hours and 
stole one of the checks signed in blank. 
He completed the check, then en- 
dorsed and negotiated it to an innocent 
party for value. Thereafter the holder 
sued the business house as the drawer 
of the check. 

“The Negotiable Instruments Law,” 
said the South Dakota court, ‘“‘ex- 
pressly provides that every contract 
on a negotiable instrument is incom- 
plete and revocable until delivery of 
the instrument for the purpose of 
giving effect thereto. This language 
is modified by subsequent language in 
the law to the extent that if any such 
instrument, after completion, is nego- 
tiated to a holder in due course, it is 
valid and effectual for all purposes in 
his hands. The fact that a completed 
instrument is stolen from its drawer 
prior to its delivery does not constitute 
a defense against a holder in due 
course.” 

But, the court pointed out, there’s a 
vast difference, legally, between a 
stolen completed check and a stolen 
blank or incomplete check! 

Quoting Section 15 of the Uniform 
Negotiable Instruments Act, the court 
continued: 

“Where an incomplete instrument 
has not been delivered, it will not, if 
completed and negotiated without 
authority, be a valid contract in the 
hands of any holder, as against any 
person whose signature was placed 
thereon upon delivery. 

“It is clear that the check in suit 
was an incomplete instrument when 
stolen and cannot be enforced.” 

One of the few situations in which a 
holder in due course loses! (Pavilis 
vs. Farmers Union Commission, 298 
Northwestern Reporter, 732.) 


¢ ° ° 


Check to Fictitious Payee 


An Iowa bank honored twenty-six 
checks payable to the order of fictitious 
payees. In a subsequent suit against 
the bank involving these checks it was 
contended that the endorsements of 
the names of the payees on the backs 
of the checks were forgeries and that 
no rights could be acquired thereunder. 

“Under the Uniform Negotiable 
Instruments Act,” ruled the Supreme 
Court of Iowa, “the instrument is 
payable to bearer when it is payable to 
the order of a fictitious or non-existing 
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person, and such fact was known to the 
person making it so payable. 

“The rule appears to be well settled 
that where such a check is presented 
the bank is authorized to pay it to the 
bearer regardless of whether prior 
endorsements were genuine. In this 
case the person who drew the checks 
made them payable to the order of 
fictitious and non-existing persons, 
knowing them to be such, and the 
checks were handled and honored as 
he intended.” (Independent Consoli- 
dated School District vs. Crawford 
County Trust and Savings Bank, 298 
Northwestern Reporter, 667.) 
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Debtor and Agent 


A California court recently described 
the twofold relationship between bank 
and depositor in these words: 

“While a bank is ordinarily con- 
sidered the debtor of a depositor, there 
is no doubt that the relationship is 
dual in character. Although the bank 
becomes debtor promptly upon receipt 
of the deposit, at the same time it 
becomes his agent to care for and repay 
upon demand the moneys deposited. 
This is especially true in the case of a 
commercial deposit, which according 
to law, contract and usage is payable 
promptly upon the depositor’s order.” 
(Bernhard vs. Bank of America, 114 
Pacific Reporter, Second Series, 661.) 
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Retention of Title in Note 


Under the terms of the Uniform 
Negotiable Instruments Act an instru- 
ment, to be negotiable, must embody 
an unconditional order or promise to 
pay. Recitals in a note, for example, 
making it dependent or contingent 
upon some extrinsic transaction re- 
ferred to in the note, destroy its 
negotiability. 

That question was raised in a recent 
Missouri case involving a note given 
in a sale of machinery. The note 
provided that title to the machinery 
should remain in the seller until the 
note was paid. Did this provision 
destroy the negotiability of the note? 

“The decided weight of authority,” 
declared the Missouri court, “‘is to the 
effect that the negotiability of an 
otherwise negotiable note, given to 
evidence the purchase price of prop- 
erty, is not destroyed by a provision 
contained therein which purports to 
reserve the seller’s or payee’s title to 
the property until the note is paid. 
The theory is that such a provision for 
retention of title, being by way of 
security only, is to be regarded as a 
distinct and independent agreement 
incident to but constituting no part of 
the actual note and not sufficing to 
render the same conditional or uncer- 
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tain with respect to any of the essential 
requirements of a negotiable instru- 
ment as defined by statute.” 

The court cited a long list of cases 
from various states in support of its 
view that a collateral or incidental 
provision in a note does not destroy 
its negotiability so long as it does not 
render payment of the note uncertain, 
contingent or conditional. (Legal Loan 
vs. Arnold, 150 Southwestern Reporter, 
Second Series, 544.) 
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Bank Officer’s Authority 


An officer of a bank can legally bind 
the bank to any oral or written con- 
tract in a transaction within the scope 
of his authority, or apparent authority. 
If the transaction is one not in the 
usual course of business or not within 
the scope of the apparent authority of 
the particular officer, the bank is 
ordinarily not bound by it. 

“It is clear,” says the Supreme 
Court of Indiana in a recent case, 
“that the instrument sued on was 
signed in the name of the banking 
company by the president and by the 
liquidating agent. But it must appear 
that they had authority to sign for the 
bank. Generally, proof that the sub- 
ject matter of a transaction in respect 
to which a written contract is made is 
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within the authority or apparent 
authority of an officer of the corpora- 
tion, is sufficient to establish prima 
facie his authority to execute the 
written instrument for the corpora- 
tion.” 
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The fact that a bank’s officer had 
signed similar contracts in the past 
which were carried out by the bank, 
would tend to prove that he had 
“apparent authority” to bind the 
bank in another transaction of the 
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same kind. Apparent authority is 
that authority which the bank know- 
ingly permits an officer to “hold him- 
self out” as possessing. (In re Bourbon 
Banking Company, 30 Northeastern 
Reporter, Second Series, 311.) 


WASHINGTON VIEWPOINT 


(CONTINUED FROM PAGE 19) 


Roosevelt also asked for legislation to 
make income from all government 
securities hereafter issued subject to 
the general income tax laws of the 
Federal and state governments. He 
contended that no amendment to the 
Constitution is necessary for such a 
statute. Congress did not act on the 
recommendation, and while the Treas- 
ury no longer issues securities exempt 
from Federal taxation, the income from 
its securities is not taxed by the states 
and it has not, until institution of the 
present cases, attempted to tax the 
income from state securities. 
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District Court Rules Banks 
in Interstate Commerce 


Bank employees are engaged in 
interstate commerce and therefore are 
subject to the Federal wage and hour 
law, the United States District Court 
in Minneapolis decided in entering a 
judgment against the First National 
Bank of St. Charles, Minnesota. This 
was the first completed legal action 
brought by the Wage and Hour Divi- 
sion of the Department of Labor 
against any bank. 

Wage and hour officials consider this 
decision conclusive of the law’s appli- 
cation to banks, but since the bank 
involved did not contest the case it is 
possible that the decision may be upset 
by another case carried to a higher 
court. In Charleston, West Virginia, 
the National Bank of Commerce is 
contesting a similar action, and a 
decision in that case is expected 
shortly. In the meantime, the division 
is making an inspection of many banks 
throughout the country and reports 
that most of them have consistently 
complied with the law. 

The St. Charles bank paid restitu- 
tion of $213 to five employees as pay 
for overtime. The bank waived de- 
fense to a complaint of the division’s 
regional attorney that it had failed to 
comply with tiie overtime provisions 
of the act since it became effective in 
October, 1938, and had failed to keep 
accurate records of hours worked and 
pay received by employees. The divi- 
sion declared that there was no ques- 
tion that the bank’s employees were 
covered by the Federal law since they 
were engaged in receiving and trans- 
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mitting in interstate commerce checks, 
notes, drafts, commercial paper of 
various kinds, and evidences of in- 
debtedness and other instruments of 
commerce and communications rela- 
tive to transfer of tangible and in- 
tangible property in other states. 

The division has also announced that 
the major insurance companies of the 
country are arranging to comply with 
the wage-hour law by placing their 
employees on a forty-hour week, even 
though the companies maintain that 
they are not engaged in interstate 
commerce and that the law does not 
apply to them. 

A major set-back, however, was given 
the division’s interpretation of the law 


by the Circuit Court of Appeals in: 


New Orleans in the case of the Dallas, 
Tex., News. Upholding a District 
Court decision, this court found no 
violation of the law in a contract the 
paper made with certain of its em- 
ployees providing for a straight weekly 
salary which included payment for 
overtime beyond forty hours per week, 
whether overtime was put in or not. 
The government contended that this 
was a device to evade the law and that 
the total weekly salary should be 
divided by forty to determine the 
hourly rate and that one-and-one-half 
times this should be paid for all work 
beyond forty hours per week. Since 
the government’s interpretation was 
upheld by a District Court in Minne- 
sota in a very similar case, an appeal 
to the Supreme Court is expected. 

If the decision of the New Orleans 
Circuit Court prevails it might open 
the way for banks and other business 
concerns to avoid keeping records and 
paying overtime to “white collar” 
workers in salary brackets above the 
minimum wage required by the act by 
writing employment contracts provid- 
ing for a regular weekly or monthly 
salary including compensation for over- 
time when worked. 
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Crowley Urges Disposal of 
Other Real Estate 


Commercial banks should take ad- 
vantage of present conditions to get 
rid of all holdings of real estate except 
their banking properties, according to 
Leo T. Crowley, chairman of the 


Federal Deposit Insurance Corpora- 
tion. 

In making his semi-annual statistical 
report to insured banks, Mr. Crowley 
pointed out that during 1940 appraisers 
found that about 4 per cent of the 
assets of all banks were considered to 
be of substandard quality, much of 
this being real estate. 

“The corporation strongly urges all 
insured banks in periods of generally 
good business like the present to 
eliminate non-banking and substand- 
ard assets from their books, either by 
sale or charge-off,”’ said the chairman. 
“It is particularly important that the 
management of banks with substantial 
proportions of such assets take steps 
to improve their position at every 
opportunity.” 

The report disclosed that real estate, 
other than that used in banking oper- 
ations, directly owned by insured 
banks amounted to $427,000,000 on 
June 30, 1934, and the amount of 
holdings increased to a peak in 1936 of 
$574,000,000. This growth in holdings 
represented the accumulation of real 
estate, in excess of sales and write-offs, 
through foreclosure of loans which 
were in default, and accompanied the 
bank rehabilitation program of 1934, 
1935, and 1936. Since 1936 the rate 
of foreclosures has been greatly re- 
duced. At the close of 1940 the book 
value of real estate directly owned by 
insured banks was about $340,000,000. 

Commenting on this condition, Mr. 
Crowley said: 

“Although the great majority of 
insured banks now possess negligible 
amounts of ‘other real estate’ certain 
banks concentrated chiefly in a few 
states still have significant real estate 
problems. These problems have long 
been of major concern to this corpora- 
tion. More than one-half of all non- 
banking real estate directly owned by 
insured banks is held by banks in three 
adjoining middle Atlantic States, into 
which has gone most of the corpora- 
tion’s disbursements to facilitate merg- 
ers and pay off depositors. Until very 
recently, the decline in volume of real 
estate owned by insured banks in these 
three states reflected in large part the 
taking over by the corporation of 
assets in facilitating the mergers of 
banks in financial difficulties and in 
part the elimination of assets through 
bank suspensions.” 
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MORE THAN MACHINES 


When You Buy Burroughs 








For Example: 


Recently Burroughs issued a 
booklet comparing the pro- 
cedures and advantages of 10 
Posting and Proving Plans for 
a Bank’s Commercial Book- 
keeping Department. Copies 
of this booklet—or the serv- 
ices of a Burroughs man— 
are available to bankers who 
are interested in comparative 
studies of the different plans. 








As a result of over fifty years’ active participation in the 
development of bank accounting, Burroughs knows the 
background of today’s problems in all bank departments 
and how different methods can be used under different 
conditions. 


Burroughs knows the meaning and value of thorough 
analysis of a bank’s individual requirements; the wisdom 
of conservative recommendations; the importance of 
installing equipment properly. And, because the Burroughs 
line of bank machines is so complete, Burroughs can be 
unbiased in recommending the method and the type of 
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at less cost. 


With today’s changing conditions, Burroughs’ experience 
can be invaluable to you. Are you making full use of it? 
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